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COUNTDOWN  TO  OSAKA: 

ASIA-PACIFIC  ECONOMIC  COOPERATION 

OR  CONFRONTATION? 


THURSDAY,  NOVEMBER  9,  1995 

House  of  Representatives, 
Committee  on  International  Relations, 
Subcommittee  on  International  Economic  Policy  and 
Trade,  Joint  with  the  Subcommittee  on  Asia  and  the 

Pacific 
Washington,  DC. 

The  subcommittees  met,  pursuant  to  notice  at  2:29  p.m.,  in  room 
2172,  Rayburn  House  Office  Building,  Washington,  DC,  Hon.  Doug 
Bereuter  [chairman  of  the  Subcommittee  on  Asia  and  the  Pacific] 
presiding. 

Mr.  Bereuter.  The  subcommittees  will  come  to  order. 

I  apologize  to  the  witnesses  and  people  in  attendance.  I  have 
been  involved,  and  still  am,  in  a  markup  in  the  Banking  Commit- 
tee on  the  housing  legislation,  and  the  votes  are  very  close.  The 
last  vote  was  20  to  20.  So  that  is  my  excuse  today. 

Today's  hearing  is  a  joint  hearing  of  the  Asia  and  the  Pacific  and 
the  International  Economic  Policy  and  Trade  Subcommittees. 

In  July  of  this  year,  our  two  subcommittees,  that  is  to  say,  the 
International  Economic  Policy  and  Trade  Subcommittee  and  the 
Asia  and  the  Pacific  Subcommittee  held  an  oversight  hearing  on 
the  future  of  APEC  or  the  Asia-Pacific  Economic  Cooperation 
forum. 

At  that  hearing,  witnesses  from  the  Administration  testified 
somewhat  optimistically  about  the  progress  we  were  making  to  fur- 
ther trade  liberalization  in  the  region.  At  the  time  their  optimism 
was  perhaps  appropriate  in  light  of  the  remarkable  commitment  of 
free  trade  and  investment  made  last  year  at  Bogor,  Indonesia,  by 
APEC's  economic  leaders. 

Unfortunately  today  we  convene  this  joint  hearing  under  less  op- 
timistic circumstances.  It  is  not  a  secret  the  recent  news  reports 
have  revealed  a  deep  chasm  between  APEC-member  countries.  Led 
by  Japan,  APEC's  host  this  year,  and  a  gang  of  four  countries,  in- 
cluding Taiwan,  Korea,  and  China,  some  countries  have  sought  to 
frustrate,  it  appears,  the  implementation  of  the  Bogor  commitment 
of  last  year  by  requesting  "flexibility"  in  the  implementation  of 
trade  liberalization  for  sensitive  sectors,  read  "agriculture"  for  that. 

On  the  other  side  of  this  dispute,  stands  the  United  States,  Aus- 
tralia, Singapore,  Canada,  New  Zealand,  Hong  Kong  and  much  of 
the  ASEAN,  rightfully  arguing  that  the  Bogor  commitment  of  free 
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trade  and  investment  is  comprehensive.  It  includes  all  sectors,  even 
agriculture. 

Although  this  very  public  disagreement  over  the  issue  of  com- 
prehensiveness is  only  one  aspect  of  the  APEC  negotiations  and  the 
development  of  an  action  agenda,  it  is  nevertheless  a  fundamental 
aspect.  Accordingly,  on  October  25,  1995,  30  Members  of  Congress, 
with  this  Member,  signed  a  letter  to  Secretary  Christopher  and 
Ambassador  Kantor,  demanding  that  the  Administration,  "Press 
vehemently  for  the  promised  comprehensive  and  detailed  agenda 
for  implementation  of  the  Bogor  Declaration." 

We  further  wrote,  "If  the  Osaka  summit  in  November  fails  to 
achieve  these  two  basic  goals,  we  strongly  believe  that  the  long- 
term  credibility  of  the  APEC  trade  liberalization  process  will  be  se- 
verely damaged." 

Now,  there  can  be  no  doubt  that  a  breakdown  or  stalemate  in  the 
APEC  trade  and  investment  liberalization  process  would  be  ex- 
tremely harmful  to  U.S.  interests.  APEC  has  been  strongly  sup- 
ported by  the  Bush  and  Clinton  administrations  as  an  important 
alternative  to  an  increasingly  interdependent  group  of  East  Asian 
economies.  Dick  Nanto,  a  specialist  in  industry  and  trade  at  the 
Congressional  Research  Service  writes  in  his  recent  APEC  report, 
"Japan  and  its  neighboring  Asian  economies,  however,  are  building 
trade  and  investment  networks  that  could  develop  into  a  powerful 
trading  bloc  if  organized.  Japanese  and  Chinese  production  net- 
works have  been  proliferating  in  East  and  Southeast  Asia." 

Nanto's  conclusions  seem  to  be  supported  by  the  facts.  A  recent 
report  by  the  U.N.  Conference  on  Trade  and  Development  reveal 
that  Asia  is  investing  in  Asia.  In  1980,  only  30  percent  of  Asia's 
investment  came  from  the  region.  Now  that  figure  is  nearly  half 
and  growing  at  an  unprecedented  pace.  While  some  U.S.  trade  crit- 
ics have  seized  upon  the  fact  that  82  percent  of  our  1994  merchan- 
dise trade  deficit  is  with  Asia,  none,  and  I  repeat  none,  of  those 
critics  have  proposed  a  solution  more  appealing  than  APEC's  prom- 
ise of  trade  and  investment  liberalization.  We  must  constantly  re- 
mind ourselves  that  as  one  of  the  most  open  economies  in  the 
world,  we  stand  to  benefit  the  most  from  further  trade  and  invest- 
ment liberalization. 

Today,  in  the  first  panel,  we  are  extremely  fortunate  to  have  the 
Honorable  Joan  Spero,  Under  Secretary  of  State  for  Economic, 
Business  and  Agricultural  Affairs,  to  testify  on  the  state  of  the  cur- 
rent negotiations  and  the  importance  of  APEC  to  the  United 
States.  Given  the  amount  of  APEC-related  activity  currently  under- 
way, we  are  grateful  that  you  have  found  time  out  of  your  busy 
schedule  to  be  here  today. 

Additionally,  we  have  a  distinguished  and  diversified  well-quali- 
fied panel  of  witnesses  to  give  us  some  non-governmental  perspec- 
tives on  the  state  of  current  negotiations  and  the  future  of  APEC. 

I  will  introduce  those  witnesses  as  we  begin  the  second  panel. 

And  now  I  would  like  to  call  on  the  Secretary  for  her  comments. 

Thank  you  very  much  for  bearing  with  us  as  you  have  waited  for 
me  to  return. 

Your  entire  statement  will  be  made  a  part  of  the  record,  and  you 
may  summarize  or  read  as  you  see  fit. 

Thank  you  for  coming. 


STATEMEP^  OF  HON.  JOAN  E.  SPERO,  UNDER  SECRETARY  OF 
STATE  FOR  ECONOMIC,  BUSINESS  AND  AGRICULTURAL  AF- 
FAIRS, U.S.  DEPARTMENT  OF  STATE 

Ms.  Spero.  Thank  you,  Mr.  Chairman.  Thank  you  for  your  inter- 
est in  APEC.  And  I  will  submit  my  longer  written  testimony  and 
give  you  a  summary  of  that. 

I  very  much  appreciate  the  opportunity  to  appear  before  you 
again  to  talk  about  APEC,  about  U.S.  leadership  in  APEC,  and 
about  the  status  of  negotiations  on  the  Action  Agenda  that  we  ex- 
pect will  be  adopted  by  APEC's  leader,  in  Osaka  next  week. 

Since  the  leaders  met  last  in  Bogor,  Indonesia,  last  November, 
we  have  made  significant  progress  toward  developing  the  Action 
Agenda  to  implement  their  decision  to  achieve  the  goal  of  free 
trade  and  investment  in  the  region  by  2010  and  2020. 

As  you  are  aware,  there  are  still  a  few  difficult  issues  that  will 
need  to  be  resolved  in  Osaka  and  I  would  like  to  address  those  with 
you. 

First  though,  let  me  review  why  APEC  is  important  to  the  Unit- 
ed States  and  this  nation's  ability  to  compete  and  prosper  in  an  in- 
creasingly interdependent  and  integrated  world  economy. 

Access  to  the  markets  of  the  Asia-Pacific  region  is  critical  to  our 
economic  well  being.  The  18  members  of  APEC  represent  half  of 
the  world's  people  and  annual  economic  output.  This  region  is 
growing  faster  than  any  other  in  the  world.  APEC's  members  in- 
clude our  three  largest  bilateral  trading  partners,  Canada,  Japan, 
and  Mexico.  Already  one-third  of  U.S.  exports  supporting  over  two 
million  U.S.  jobs  are  bound  for  markets  in  East  Asia. 

APEC  also  anchors  us  in  a  region  where  we  have  profound  politi- 
cal and  security  interests. 

To  meet  the  aspirations  of  the  American  people  for  a  more  peace- 
ful and  prosperous  future,  we  must  remain  vigorously  engaged  in 
the  Asia-Pacific  region.  We  need  to  position  ourselves  to  benefit 
from  the  changes  that  as  President  Clinton  noted  in  Seattle  2  years 
ago  have  transformed  the  economy  of  this  region  from  dominoes  to 
dynamos. 

We  are  seeking  this  change  and  to  ensure  that  we  are  able  to 
benefit  from  that  change  in  three  principal  ways.  First,  we  are 
building  and  modernizing  the  multilateral  economic  architecture, 
the  centerpiece  of  which  is  the  World  Trade  Organization.  Second, 
we  are  pursuing  bilateral  initiatives.  With  Japan,  we  continue  to 
pursue  the  U.S. -Japan  Framework  talks,  which  led  to  the  recent 
automobile  agreement  and  to  19  other  market-opening  accords  in 
the  last  2  years.  That  is  a  record  we  are  very  proud  of.  With  China, 
we  are  having  discussions  on  market  access  on  intellectual  prop- 
erty rights.  With  Korea,  Taiwan  and  the  members  of  ASEAN,  we 
carrv  out  formal  economic  dialogs  designed  to  open  markets  to  U.S. 
goods  and  services.  And  throughout  the  region,  we  make  full  use 
of  our  trade  laws  when  we  need  to. 

Finally,  Mr.  Chairman,  we  are  working  through  APEC  to  open 
markets  on  a  regional  basis.  Like  our  work  on  a  Free  Trade  Area 
of  the  Americas  in  this  hemisphere,  APEC  gives  us  an  important 
regional  tool  to  level  the  playing  field  for  our  exporters  and  inves- 
tors. It  compliments  the  efforts  to  strengthen  the  multilateral  sys- 


tern  and  it  encourages  countries  competing  in  the  worldwide  race 
for  capital  and  technology  to  open  up  their  economies  even  further. 

Mr.  Chairman,  APEC  has  come  a  long  way  since  the  first  min- 
isterial meeting  that  took  place  in  Australia  6  years  ago.  What 
started  as  a  forum  for  an  annual  dialog  has  emerged  as  a  major 
catalyst  for  trade  and  investment  liberalization,  growth  and  inte- 
gration in  this  critical  region. 

I  would  like  to  also  tell  you  what  APEC  is  not.  It  is  not  another 
big  new  governmental  organization.  APEC  is  very  small.  A  stream- 
lined entity  with  a  total  budget  next  year  of  only  $2.8  million.  The 
U.S.  annual  contribution,  just  $510,000  is  a  bargain.  APEC  has 
less  than  40  employees.  Most  seconded  from  their  governments. 
That  is  because  the  members  do  the  work. 

APEC  is  also  not  an  expensive  bureaucracy.  Business,  not  gov- 
ernment, plays  the  most  active  role.  The  private  sector  is  the 
source  of  the  region's  dynamism.  It  is  also  APEC's  main  customer. 
In  fact,  APEC  is  a  truly  unique  international  organization  in  the 
way  it  relies  so  heavily  on  the  direct  participation  of  business,  both 
at  the  policymaking  level  and  in  its  many  working  groups. 

Thanks  to  the  contributions  by  business,  these  groups  are  pro- 
ducing results  that  matter.  Guides  to  regulations  on  customs,  in- 
vestment, telecommunications  and  transportation  have  been  pub- 
lished. Both  best  practices  and  bottlenecks  to  trade,  investment 
and  economic  growth  have  been  identified,  and  work  toward  har- 
monizing stanc^rds  is  moving  forward. 

Under  the  chairmanship  of  Japan,  next  week's  meeting  in  Osaka 
will  achieve  three  principal  goals.  First,  the  leaders  will  review  and 
adopt  an  Action  i^^enda  for  achieving  the  goals  of  free  trade  and 
investments  set  in  Bogor  last  year.  Second,  they  will  commit  to  a 
package  of  market-opening  steps  to  take  now.  And,  third,  they  will 
endorse  measures  to  make  it  easier  for  business  to  operate  in  the 
region. 

The  Action  Agenda  will  be  a  road  map  for  achieving  free  trade 
investment  by  2010  and  2020.  Let  me  briefly  describe  how  that 
plan  is  shaping  up. 

First,  the  Action  Agenda  will  lay  down  the  over-arching  prin- 
ciples that  will  guide  APEC  toward  free  trade  and  investment. 
These  include  transparency,  common  timeframes  and  consistency 
with  the  WTO.  While  we  have  reached  broad  agreement  on  a  num- 
ber of  principals,  some  are  still  unresolved,  as  you,  Mr.  Chairman, 
have  pointed  out. 

One  key  principle  at  issue  is  the  subject  of  your  recent  letter  to 
Secretary  Christopher  and  to  Ambassador  Kantor;  maintaining  Bo- 
gor's  unqualified  commitment  to  free  and  open  trade  and  invest- 
ment without  exceptions.  We  fully  endorse  that  principle. 

The  main  source  of  contention  is  agriculture.  A  few  APEC  mem- 
bers have  been  insisting  that  this  sector  be  exempted — in  short, 
that  we  abandon  the  principle  of  comprehensiveness.  We,  as  you 
have  pointed  out,  and  many  other  APEC  members  cannot  accept 
such  an  exclusion.  If  APEC  members  succeed  in  taking  agriculture 
off  the  table,  others  will  surely  want  to  take  other  sectors  or  issues 
off  the  table. 

After  all,  we  all  have  sensitive  sectors.  But  if  we  do  not  stick  to 
the  principle  of  comprehensiveness,  soon  all  that  may  be  left  would 


be  the  table.  The  Bogor  commitment  already  gives  members  more 
than  enough  time  to  make  the  necessary  adjustments.  Fifteen 
years  for  the  developed  economies  and  25  years  for  the  developing. 
Our  position,  our  very  strong  position,  is  that  we  must  include  all 
sectors.  That  includes  agriculture  in  the  Action  Agenda. 

Another  principle  that  needs  to  be  resolved  in  Osaka  is  com- 
parability. This  is  the  principle  that  all  members  contribute  to 
trade  and  investment  liberalization  in  a  balanced  and  shared  way. 

Mr.  Chairman,  the  second  element  of  the  Action  Agenda  will  be 
its  identification  of  specific  issues  and  sectors  for  liberalization. 
These  include  tariffs,  government  procurement,  services,  intellec- 
tual property  protection  and  investment. 

Third,  the  Action  Agenda  will  lay  out  how  APEC  will  reduce  bar- 
riers to  trade  and  investment.  I  have  laid  that  out  in  my  written 
testimony,  Mr.  Chairman. 

Finally,  the  Action  Agenda  will  identify  measures  to  promote  eco- 
nomic and  technical  cooperation  in  the  region.  It  will  sketch  out 
plans  for  joint  activities  on  energy,  telecommunications,  human  re- 
source development,  and  other  concerns. 

As  I  mentioned,  in  addition  to  the  Action  Agenda,  ministers  and 
leaders  will  commit  at  Osaka  to  a  series  of  early  liberalization 
steps,  what  we  are  calling  down  payments  on  free  trade  and  invest- 
ment. This  will  allow  APEC  members  to  demonstrate  their  commit- 
ment to  that  goal. 

The  United  States  has,  of  course,  already  gone  very  far  in  dem- 
onstrating that  commitment.  We  already  have  one  of  the  world's 
most  open  markets  and  are  encouraged  by  the  market-opening 
steps  other  APEC  members  are  committing  to  take  now.  One  good 
example  is  Indonesia's  recent  move  on  its  own  to  bring  down  tariffs 
on  many  imported  goods. 

Another  outcome  at  Osaka  will  be  specific  measures  to  lower 
business  transaction  costs  in  the  near  term.  We  expect  to  make  sig- 
nificant progress  on  standards,  customs,  telecommunications  and 
other  areas  to  make  it  easier  for  companies  to  do  business  in  Asia. 
We  also  plan  to  launch  a  permanent  business  advisory  forum  to  in- 
corporate business  views  even  more  fully  in  the  APEC  process. 

Mr.  Chairman,  the  meeting  of  APEC  leaders  hosted  by  President 
Clinton  outside  Seattle  2  years  ago  put  APEC  at  the  center  of  our 
vision  of  a  Pacific  community.  The  gathering  in  Indonesia  last  year 
gave  APEC  a  clear  economic  mission  to  dismantle  barriers  to  trade 
and  investment  in  the  region  by  dates  certain. 

That  goal  presents  great  opportunities  for  the  U.S.  economy.  We 
are  today  the  world's  largest  exporter.  Our  goods  and  services 
stand  to  benefit  from  the  chance  to  compete  fairly  in  this  booming 
region  and  APEC  can  help  open  the  door. 

In  Osaka  we  will  lay  the  groundwork  to  make  that  possible.  But 
if  we  are  to  pull  it  off,  U.S.  leadership  is  absolutely  essential.  As 
President  Clinton  has  stressed,  the  United  States  must  compete, 
not  retreat.  In  APEC,  as  in  so  much  else,  we  best  serve  our  na- 
tional interests  by  remaining  vigorously  engaged  in  the  world. 

Thank  you. 

[The  prepared  statement  of  Ms.  Spero  appears  in  the  appendix.] 

Mr.  Bereuter.  Secretary  Spero,  thank  you  very  much  for  your 
very  clear  and  excellent  statement.  I  appreciated  your  focus  on  the 


firm  position  of  the  Clinton  administration  on  retaining  the  com- 
prehensiveness of  the  Bogor  Agreement.  On  this  issue  there  should 
be  no  division  between  the  Congress,  on  either  side  of  the  aisle, 
and  the  Administration.  And,  I  hope  that  our  message  to  Ambas- 
sador Kantor  and  to  Secretary  Christopher  will  be  used  to  your  ad- 
vantage and  the  advantage  of  our  position. 

We  were  joined  as  you  were  speaking,  or  as  you  were  about  to 
speak,  by  two  of  my  colleagues:  the  ranking  Democrat  of  the  Asia- 
Pacific  Subcommittee  and  the  chairman  of  the  International  Econ- 
omy Policy  and  Trade  Subcommittee,  Chairman  Toby  Roth  of  Wis- 
consin. 

I  recognize  Mr.  Roth  if  he  has  an  opening  statement. 

Mr.  Roth.  I  have  an  opening  statement.  I  will  just  put  it  in  the 
record,  Mr.  Chairman.  Arid  I  would  like  to  ask  some  questions  at 
the  appropriate  time. 

[The  prepared  statement  of  Mr.  Roth  appears  in  the  appendix.] 

Mr.  Bereuter.  Fine.  Thank  you  very  much. 

I  recognize  then  Representative  Howard  Berman,  the  ranking 
member  of  the  Asian-Pacific  Subcommittee. 

Mr.  Berman.  Thank  you,  Mr.  Chairman,  and  I  will  follow  Mr, 
Roth's  example  and  I  will  put  my  opening  statement  in  the  record 
and  1  also  have  some  questions. 

[The  prepared  statement  of  Mr.  Berman  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Very  well. 

I  will  start,  and  I  think  we  need  not  keep  a  time  clock.  We  can 
go  ahead  with  questions  for  the  Secretary.  Since  there  are  only 
three  of  us  here,  we  can  get  to  the  point  and  then  move  on  to  the 
second  panel. 

Madam  Secretary,  some  business  leaders  have  suggested  that  we 
need  to  not  only  stick  to  elements  of  non-discrimination  and  com- 
prehensiveness, but  we  also  need  some  kind  of  dramatic  action  to 
translate  into  real  and  concrete  benefits  for  the  private  sector  and 
to  show  those  benefits  in  a  rather  straightforward  fashion. 

You  have  mentioned,  I  think,  the  prospect  for  lowering  business 
transaction  costs  and,  perhaps,  a  business  forum.  That  is  excellent. 

Is  there  a  possibility  for  one  dramatic  step  to  be  taken,  such  as 
easing  visa  restrictions  for  APEC  business  travelers? 

Ms.  Spero.  Thank  you.  That  issue  of  visas  is  one  that  is  very 
much  of  concern  to  the  business  community,  and  I  should  stress 
that  we  are  talking  to  them  all  the  time  about  their  concerns.  It 
is  an  issue  that  we  want  to  explore  at  this  meeting  in  Osaka  to  see 
if  we  can  get  some  work  started  on  that. 

I  just  had  a  meeting  with  some  of  the  business  leaders  yesterday. 
I  raised  this  possibility  with  them  and  there  were  smiles  and  their 
eyebrows  were  raised.  So  I  think  it  is  a  very  good  suggestion  and 
we  intend  to  pursue  it. 

Mr.  Bereuter.  Thank  you. 

On  the  subject  of  our  position  against  potentially  four  countries 
that  have  a  contrary  view  of  comprehensiveness,  I  am  not  asking 
to  reveal  any  tactics,  but  is  there  anything  you  would  like  to  say 
about  that  subject  and  our  prospects  for  prevailing  on  this  impor- 
tant issue  at  this  upcoming  meeting  in  Osaka? 


Ms.  Spero.  Well,  I  think  as  you  could  hear  from  my  testimony, 
we  have  been  making  it  very  clear,  not  only  in  public  fora  but  also 
in  our  private  discussions,  that  comprehensiveness  we  believe  has 
already  been  decided. 

Mr.  Bereuter.  It  has. 

Ms.  Spero.  It  was  committed  by  the  leaders  in  Bogor.  For  those 
who  say  that  they  have  sensitive  sectors,  we  stress  that  developed 
countries  have  15  years  to  implement  these  agreements  and  devel- 
oping countries  have  25  years.  So  we  think  that  in  Bogor  we  did 
agree  to  build  in  flexibilitv  already. 

Mr.  Bereuter.  So  the  burden  of  change  would  fall  on  those  that 
wish  to  back  away  from  the  Bogor  Declaration? 

Ms.  Spero.  Yes.  The  Bogor  Declaration  is  a  very  firm  commit- 
ment. 

Mr.  Bereuter.  I  yield  to  my  colleague,  the  gentleman  from  Wis- 
consin. 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

Yesterday  we  had  a  hearing,  and  before  our  subcommittee  we 
had  the  CEO's  of  two  of  America's  leading  companies,  Hughes  and 
Westinghouse.  One  of  their  major  points  was  that  we  are  really  los- 
ing ground  in  the  China  market  because  of  our  unilateral  trade 
sanctions. 

I  would  like  to  hear  your  views  on  that  point. 

Ms.  Spero.  Actually  they  were  two  of  the  CEO's  that  I  met  with 
yesterday  afternoon,  Mr.  Jordan  and  Mr.  Armstrong. 

Mr.  Roth.  Yes. 

Ms.  Spero.  And  we  have  had  an  ongoing  dialog  with  them  on 
this  issue.  We  have  stressed  that  the  policy  of  the  Clinton  adminis- 
tration is,  whenever  possible,  when  we  feel  it  is  appropriate  to  use 
foreign  policy  sanctions,  to  do  them  in  a  multilateral  way.  That 
there  will  be,  second,  sometimes  when  in  the  case  of  what  we 
would  call  "pariahs"  whether  it  is  Iran  or  Libya  or  others,  where 
the  United  States  will  feel  obliged  to  move  ahead  even  if  we  do  not 
have  the  support  of  others. 

And  third,  of  course,  is  they  know  we  have  certain  laws  that  the 
Congress  has  passed  and  that  the  President  of  the  United  States 
has  signed  which  define  our  ability  to  handle  these  sanctions  and 
when  we  can  use  them  and  how  we  proceed  with  them. 

What  we  are  trying  to  do  in  the  State  Department  is  to  open  and 
to  continue  a  dialog  with  the  business  community  so  that  we  un- 
derstand as  best  as  possible  the  economic  costs  that  they  face  and 
they  understand  the  foreign  policy  issues,  and  I  think  we  have  a 
good  dialog. 

Mr.  Roth.  Well,  we  may  have  a  good  dialog,  but  we  have  a  ter- 
rible trade  situation,  because,  you  know,  we  have  a  huge  trade  defi- 
cit, the  largest  in  American  history,  staring  us  in  the  face.  A  $200- 
billion  merchandise  trade  deficit.  And  15  percent  of  that  $30  billion 
is  with  China. 

It  seems  to  me,  quite  frankly,  that  the  argument  that  these  peo- 
ple make  is  a  very  strong  argument.  I  mean  China  is  allowed  to 
sell  everything  here.  We  have  a  $30-billion  trade  deficit  but  yet  we 
are  preventing  our  business  from  selling  to  China.  It  is  not  smart. 

Ms.  Spero.  Well,  you  are  right  about  the  deficit  with  China.  It 
is  something  we  are  very  concerned  about.  It  is  growing.  It  is  grow- 
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ing  for  a  variety  of  reasons.  Some  of  those  reasons  have  to  do  with 
the  fact  that  China  itself  is  modernizing  and  becoming  more  com- 
petitive and  market-oriented. 

Some  of  it  has  to  do  with  the  fact  that  production  that  used  to 
come  from,  let  us  say,  Japan  or  Korea  or  other  parts  of  Asia,  is 
being  shifted  to  China  as  they  are  investing  there. 

And  then  part  of  it  has  to  do  with  barriers  to  China's  market  ac- 
cess. And  that  is  the  kind  of  thing  that  APEC  as  well  as  our  bilat- 
eral and  multilateral  strategies  can  address.  So  I  think  we  have  a 
very  aggressive  strategy  toward  China. 

Last  time  I  testified  before  you,  my  colleague,  Charlene 
Barshefski,  who  also  attended  the  University  of  Wisconsin 

Mr.  Roth.  Yes,  I  remember  her. 

Ms.  Spero.  Who  was  sitting  to  my  right.  Today  she  is  in  China 
meeting  with  Hu  Whe,  who  is  the  trade  minister,  to  continue  to 
press  on  intellectual  property  and  other  issues. 

So  while  I  do  accept  the  fact  that  in  certain  cases  we  have  laws 
and  policies  that  limit  very  sensitive  technical  exports  to  certain 
countries,  by  and  large  our  overall  strategy  is  to  support  U.S.  ex- 
ports to  open  markets  and  to  support  U.S.  business,  and  China  is 
a  major  focus. 

Mr.  Roth.  Well,  a  "dialog"  and  "understanding"  are  both  impor- 
tant, but  the  bottom  line  really  is  how  much  are  we  selling  over 
there  and  what  are  they  selling  here?  And  they  are  doing  a  much 
better  job  of  selling  here  than  we  are  selling  there.  That  is  what 
I  am  concerned  about. 

Several  weeks  ago  the  White  House  instructed  the  Export  Import 
Bank  to  stop  financing  any  part  of  the  Three  Gorges  Dam  Project 
in  China. 

I  was  iust  wondering,  did  you  participate  in  that  decision  and 
why  would  the  U.S.  Government  not  help  our  exporters  compete  in 
this  huge  project? 

Ms.  Spero.  Let  me  explain  that  the  Export  Import  Bank  is  an 
independent  agency  that  makes  decisions  on  its  own.  There  was  an 
NSC/NEC  recommendation  to  the  Export  Import  Bank  not  to  par- 
ticipate in  that  project.  That  was  taken  after  a  very  significant 
interagency  work  consultation  with  the  business  community  for 
several  reasons. 

One  is,  Mr.  Roth,  that  there  is  a  debate  even  within  China  itself, 
a  very  large  debate  within  China.  Of  course,  it  is  not  as  public  as 
a  debate  would  be  in  our  country,  about  the  desirability  of  Three 
Gorges.  It  will  require  the  moving  of  many  millions  of  people.  It 
will  have  a  significant  environmental  impact  and  all  of  the  studies 
show  that  this  is  a  very  dangerous  project.  And  it  is  for  that  reason 
that  the  government  made  this  recommendation.  But  as  I  said,  the 
Export  Import  Bank  is  an  independent  agency. 

Mr.  Roth.  I  know  there  are  other  people  that  we  can  ask  ques- 
tions of.  I  just  wanted  to  follow  up. 

It  seems  to  me,  however,  that  we  are  making  decisions  on  inter- 
nal policy  in  China,  whether  it  is  good  environmentally  and  so  on. 
That  is  really  a  decision  for  them  to  make,  not  a  decision  for  us 
to  make. 

It  would  seem  to  me  that  the  decision  for  us,  would  it  not  be,  is 
whether  to  help  our  exporters.  It  is  a  huge  project.  To  get  in  there 


and  sell  some  American  products,  so  that  we  might  not  have  this 
huge  trade  deficit.  Are  we  going  to  go  all  over  the  world  and  say, 
"We  know  what's  best.  This  is  not  environmentally  sound  for  you. 
This  is  not  a  good  project"?  Let  those  people  decide  that. 

Ms.  Spero.  What  we  will  do  will  not  stop  them  from  going  ahead 
with  this  project.  It  will  not  stop  our  exporters  from  exporting. 
What  it  will  do  is  to  suggest,  if  the  Export  Import  Bank  makes 
such  a  decision,  that  U.S.  taxpayers'  money  should  not  be  used  to 
support  a  project  that  is  environmentally  damaging,  and  that  is 
troublesome  for  human  life. 

Mr.  Roth.  Well,  all  right.  It  seems  somewhat  paternalistic  to  me 
though.  It  seems  like  the  Americans  are  sitting  here  saying,  "Hey, 
we  know  better  what's  good  for  you  than  you — we  know  what's  best 
for  you."  I  do  not  know.  It  does  not  seem  to  add  up,  if  I  may  be 
so  bold  to  say  that. 

Ms.  Spero.  I  guess  the  question  is  whether  we  want  to  subsidize 
it  or  not. 

Mr.  Roth.  Well,  the  French  and  the  others  do  not  have  any  such 
compunctions. 

Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Bereuter.  Thank  you. 

Mr.  Berman. 

Mr.  Berman.  Well,  thank  you,  Mr.  Chairman.  I  hope  your  model 
for  decisionmaking  will  not  be  based  on  the  French. 

Actually,  I  would  like  to  get  into  the  subject  of  Mr.  Roth's  explor- 
ing and  make  a  few  points  and  hear  any  comments  you  have  to 
make. 

And  this  comes  up  because  just  this  morning  we  had  a  hearing 
on  Iran  and  our  sanctions  there.  And  to  some  extent  the  issues  spe- 
cifically there  are  related  to  the  broader  issues  that  Mr.  Roth  is 
raising. 

I  did  not  hear  Mr.  Armstrong  and  the  other  individual  who  testi- 
fied yesterday.  I  cannot  believe  that  they  maintained  with  a 
straight  face  a  substantial  portion  of  our  trade  deficit  with  China 
has  to  do  with  unilateral  sanctions  that  we  have  imposed  in  the 
wake  of  Tiananmen  Square,  on  the  basis  of  proliferation  of  weap- 
ons of  mass  destruction,  and  the  sum  total  of  whatever  unilateral 
sanctions  on  China  remain  either  militarily  based  or  in  response  to 
our  foreign  policy,  that  that  is  a  significant  portion  of  our  very  sub- 
stantial trade  deficit  with  China,  I  think  is  stretching  it  consider- 
ably. There  is  no  doubt  that  there  have  been  a  few  losses  as  a  re- 
sult of  these  sanctions  and  sales.  This  is  not  a  substantial  portion 
of  a  $30  or  $40-billion  dollar  trade  deficit. 

Second,  just  conceptually  though  there  is  this  interesting  ques- 
tion. I  mean  I  read  your  testimony  and  you  talk  about,  and  we  all 
talk  about,  free  trade.  I  assume  implicit  in  the  notion  of  promoting 
free  trade  is  we  are  focused  here  on  barriers  to  protect  particular 
sectors  of  the  economy,  restrictions  on  trade  that  are  economically 
motivated,  and  that  nothing  in  what  we  are  proposing  with  the 
APEC  countries  for  2010  or  in  GATT  or  NAFTA  undermines  our 
ability  to  achieve  military  and  foreign  policy  objectives,  including 
restraints  on  the  proliferation  on  dangerous  technologies  and 
things  like  that. 


10 

And  I  would  just  be  interested  in  your  analysis  of  how  you  put 
the  effort  to  promote  free  trade,  which  I  think  is  a  very  important 
effort,  with  our  rights  as  a  country  to  deal  with  our  national  secu- 
rity interests. 

Ms.  Spero.  Well,  there  is  no  doubt  that  whether  it  is  through  the 
WTO,  which  explicitly  says  that  for  national  security  reasons  states 
may  take  certain  actions  which  are  limiting  of  trade  or  through 
APEC,  that  there  is  no  intention  or  conflict  or  purpose  to  in  any 
way  weaken  our  ability  to  carry  out  our  national  security  objec- 
tives, absolutely  not. 

Mr.  Herman.  OK  Just  finally  to  comment  again.  Mr.  Roth  al- 
ways provokes  interesting  issues  with  his  questions  on  this  Export 
Import  Bank  issue. 

My  assumption  is  there  are  a  limited  number  of  guarantees 
based  on  funding  and  risks  that  the  Export  Import  Bank  can  make. 

Had  that  bank  chosen  to  make  that  particular  guarantee  it 
would  have  been  in  lieu  of  other  guarantees  that  it  can  make,  is 
that  a  fair  conclusion?  This  is  not  a 

Ms.  Spero.  Absolutely.  It  is  not  an  infinite  pot. 

Mr.  Berman.  That  is  right.  Second,  I  understand  the  World  Bank 
itself  has  decided  not  to  provide  that  kind  of  financing  for  this 
project  for  some  of  the  same  considerations. 

Ms.  Spero.  Yes. 

Mr.  Berman.  And  third,  I  also  understand  that  the  province  in 
which  that  dam  is  supposed  to  be  built,  the  people  there  are  pas- 
sionately opposed  to  that  particular  project. 

Ms.  Spero.  As  I  mentioned,  there  are  concerns  within  China 
about  this  project.  This  is  a  project  that  has  been  around  for  sev- 
eral decades.  The  fact  that  it  has  not  been  completed  until  now 
tells  us  that  there  has  been  not  only  the  money  but  the  consensus 
on  whether  it  should  go  ahead. 

Mr.  Berman.  Thank  you.  And  good  luck  in  Osaka.  And  very 
much  to  the  points  that  Mr.  Bereuter  made  I  share  and  I  hope 
that — it  sounds  like  you  will  be  fighting  against  any  of  the  back 
sliding  that  some  of  the  countries  are  talking  about. 

Mr.  Bereuter.  Thank  you. 

Mr.  Faleomavaega. 

Mr.  Faleomavaega.  Thank  you,  Mr.  Chairman. 

And  welcome.  Madam  Secretary.  I  do  have  a  couple  of  questions 
I  wanted  to  ask  you. 

Does  the  Administration  intend  to  initiate  any  efforts  to  invite 
Vietnam  to  be  part  of  the  APEC  organization  sometime  in  the  fu- 
ture? 

Ms.  Spero.  Actually  APEC  decided  2  years  ago  to  shut  the  door 
for  the  time  being  on  new  membership.  It  was  decided  that  it  had 
expanded  significantly  and  a  lot  of  people  were  knocking  on  the 
door.  I  must  say  Vietnam  is  not  one  that  is  knocking  on  the  door. 
Vietnam  has  not  requested  membership  from  APEC,  although  it  re- 
cently joined  the  ASEAN  group. 

So  APEC  has  been  going  through  its  own  discussion  about 
whether  it  wants  to  enlarge,  if  it  wants  to  enlarge,  what  would  the 
criteria  be,  and  it  has  not  reached  any  agreement. 
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So  there  has  been  a  3-year  moratorium  which  has  another  year 
to  go.  Frankly  I  would  not  be  surprised  if  it  were  extended  beyond 
that. 

So  the  issue  is  really  not  on  the  table  either  from  the  point  of 
view  of  the  Vietnamese  or  from  the  point  of  view  of  APEC. 

Mr.  Faleomavaega.  Given  credit  to  the  fact  that  Australia  was 
the  prime  mover  in  this  whole  effort  with  APEC,  and  the  fact  that 
I  suppose  to  say  that  our  country  is  also  considered  a  Pacific  nation 
in  that  respect,  and  this  is  the  reason  why  we  are  affiliated  very 
closely  with  the  Asia-Pacific  region,  and  the  fact  that  we  have  a 
tremendous  trade  relationship  with  those  countries  as  well;  the 
irony,  or  you  might  say  it  is  somewhat  of  a  contradiction  and  I  cer- 
tainly want  your  thoughts  on  this,  on  the  fact  that  how  is  it  that 
historically  and  culturally  a  tremendous  amount  of  trade  that  we 
have  with  Europe,  and  yet  we  are  not  affiliated  with  the  European 
economic  market? 

Can  you  comment  on  this?  And  yet  we  are  making  an  effort  to 
be  part  of  APEC.  We  are  making  efforts  to  be  part  of  NAFTA  strict- 
ly on  economics  in  terms  of  promoting  greater  free  access  markets, 
and  yet  it  seems  that  we  are  completely  left  out  of  the  whole  Euro- 
pean regional  market  system.  And  yet  we  are  promoting,  we  are 
pushing  to  be  part  of  the  economical  regional  market  system  in 
Southeast  Asia. 

Has  there  ever  been  any  thought  as  to  why  we  are  not  members 
of  the  European  economic  market  as  well? 

Ms.  Spero.  Well,  although 

Mr.  Faleomavaega.  They  do  not  want  us.  That  is  probably  the 
reason. 

Ms.  Spero.  Well,  we  are  also  not  European.  But  the  European, 
now  Union,  formerly  Common  Market,  it  is  true,  is  composed  of 
Europeans.  On  the  other  hand,  it  does  not  mean  that  we  are  in  any 
way  closed  out  of  the  market.  We  are  a  massive  player  in  those 
markets,  and  we  have  tried  from  the  very  beginning  of  the  forma- 
tion of  the  European  Community  to  assure  that  the  European  Com- 
munity evolves  in  a  way  that  it  is  open.  That  is  a  lot  of  what  went 
on  in  the  Kennedy  Round  and  the  Tokyo  Round  and  the  Uruguay 
Round. 

So  the  European  markets  have  been  kept  open  and  the  United 
States  is  a  major  player  there. 

I  will  add  one  thing  and  that  is  that  we  have — Secretary  Chris- 
topher announced  on  June  2nd  last  year  that  we  were  very  inter- 
ested in  exploring  what  he  called  the  Transatlantic  Initiative  with 
the  Europeans.  We  have  not  only  very  strong  and  important  trade 
and  investment  relations  with  them,  but,  as  you  know,  a  very  im- 
portant security  and  political  relationship.  And  we  felt  it  was  a 
very  important  time  to  renew  and  reinvigorate  the  broad  relation- 
ship between  the  United  States  and  the  Europeans.  Therefore,  we 
have  been  working  with  the  Europeans  on  this  Transatlantic  Ini- 
tiative. 

I  personally  have  been  involved  in  that.  And  we  believe  that  our 
ideas  will  be  completed  and  ready  by  the  time  that  President  Clin- 
ton meets  with  President  Santer  of  the  EU  and  with  Prime  Min- 
ister Gronzalez,  who  is  the  Prime  Minister  of  Spain,  who  is  in  the 
chair  now  of  the  EU.  And  that  will  include  not  only  diplomatic  co- 
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operation  and  cooperation  on  a  variety  of  global  issues,  such  as 
health  and  the  environment,  but  also  it  will  have  an  economic  com- 
ponent. 

So,  in  fact,  we  are  working  very  closely  with  the  Europeans  and 
they  are  really  our  largest  economic  relationship. 

Mr.  Faleomavaega.  But  we  keep  saying  it  is  all  right  to  have 
a  common  European  currency.  They  are  going  to  have  all  these 
kinds  of  sanitization  of  products,  employment,  and  make  sure  that 
everyone  lives  in  a  very  nice  orderly  community  among  these  dif- 
ferent countries.  You  know,  for  years  they  have  been  debating 
whether  or  not  England  is  considered  a  European  country. 

And  I  am  just  concerned  that  once  we  get  into  these  regional 
trade  blocs,  tne  way  the  EC  seems  to  be  dictating  at  times,  lit- 
erally, if  you  are  not  part  of  the  bunch,  you  are  going  to  be  out  of 
the  picture.  And  I  am  just  making  that  observation. 

Ironic  that  we  find  ourselves  to  be  non-members  of  this  very  im- 
portant trade  bloc.  And  I  just  wanted  to  leave  that  note  for  the 
record. 

I  have  one  question,  and  that  is  very  dear  to  my  heart.  Probably 
there  is  no  other  region  where  we  see  such  great  visibility  of  the 
tremendous  abuse  in  violations  of  child  labor  standards  than 
Southeast  Asia. 

And  Madam  Secretary,  this  is  one  issue  that  I  want  to  be  abso- 
lutely certain  how  much  of  a  commitment  the  Administration  has 
in  pursuing  this  among  its  APEC  members  and  to  see  the  child 
labor  violations  and  abuse  of  using  these  little  children  working  15 
to  16  hours  a  day  for  25  cents  a  day  among  some  of  these  countries, 
and  in  the  very  abusive  physical  manner  that  they  are  being  treat- 
ed. And  these  countries  are  democracies  ironically. 

And  I  just  wanted  to  hear  from  you  as  what  is  the  Administra- 
tion's position  concerning  child  laoor  standards  in  dealing  with 
these  countries  that  we  are  going  to  have  this  close  economic  trade 
relationship  with  APEC. 

Ms.  Spero.  If  I  may,  let  me  just  briefly  comment  on  your  last 
comment,  because  I  very  much  agree  with  you  about  the  concern 
that  regional  groups  could  turn  into  regional  blocs.  And  we  need 
to  fight  against  that.  APEC  has  a  concept  of  open  regionalism, 
which  is  exactly  addressed  at  this  issue,  that  it  should  be  opened 
to  others. 

And  here  I  believe  the  critical  issue  is  the  WTO.  As  long  as  we 
have  the  WTO  in  place  and  as  long  as  the  regions  that  are  forming 
are  committed  to  WTO  principles,  as  is  APEC,  as  is  the  European 
Union,  that  is  a  key  tool  in  keeping  markets  open. 

Let  me  answer  your  second  question,  and  that  is  about  the  child 
labor  standards. 

As  you  know,  we  have  said  that  we  think  it  is  very  important 
to  address  the  relationship  between  trade  and  labor  standards, 
labor  practices,  as  well  as  trade  in  the  environment. 

And  the  United  States  has  taken  the  lead,  along  with  a  number 
of  other  developed  countries,  in  trying  to  get  this  issue  addressed 
in  the  WTO  and  in  the  OECD.  These  have  been  our  major  fora  for 
doing  that.  Work  is  now  going  on.  We  are  cooperating  with  the 
other  24  members  of  the  OECD,  the  developed  countries.  Tradition- 
ally the  OECD  has  been  a  place  where  a  lot  of  the  thinking  work 
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has  been  done,  as  sort  of  a  laboratory  before  you  move  into  the 
GATT  or  the  WTO. 

So  we  feel  that  the  best  approach  is  through  the  OECD  and  the 
WTO,  which  has  a  very  broad  range.  We  have  not  focused  on  that 
in  APEC  because  we  have  an  active  program  in  the  other  areas. 

And  then,  of  course,  we  work  at  the  ILO  very  actively.  As  you 
know,  child  labor  practices,  prison  labor  practices,  all  of  these  are 
part  of  the  very  fundamental  principles 

Mr.  Faleomavaega.  Madam  Secretary,  I  know  my  time  is  up, 
but  I  am  talking  about  the  fact  that  some  of  these  big  corporations 
from  some  of  these  industrialized  democracies  are  currently  bene- 
ficiaries as  a  result  of  child  labor  abuse  and  violations. 

And  I  am  making  this  question  is  how  seriously  is  our  country 
as  well  as,  if  we  are  getting  into  APEC,  how  seriously  are  we  trying 
to  stop  this  kind  of  abuse  of  children  the  way  that  these  other 
countries — and  I  am  saying  you  make  a  Nike  shoe  or  whatever  it 
is  at  25  cents  an  hour,  and  the  kid  is  out  there  working  16  hours 
a  day,  10-year-olds.  And  as  we  go  along  the  retail  line,  either  a 
British  company,  an  American  company,  ends  up  being  the  bene- 
ficiary and  that  product  comes  in  and  we  make  the  profit  at  the 
hides  of  these  little  children. 

And  I  want  to  know  how  are  we  going  to  prevent  this  from  hap- 
pening with  these  countries? 

Ms.  Spero.  Well,  it  seems  to  me,  to  simplify  it,  there  are  two 
main  approaches.  One  is  the  approach  that  I  have  tried  to  describe, 
which  is  to  try  to  work  to  get  national  policies  changed  and  na- 
tional laws  about  child  labor.  Another  approach  that  we  have  taken 
is  working  directly  with  the  business  community.  We  have  devel- 
oped a  set  of  principles,  a  guiding  set  of  principles,  for  the  behavior 
of  U.S.  companies,  and  we  would  hope  we  could  take  this  multilat- 
erally  and  we  are  trying  to  do  this  through  the  OECD  through  co- 
operation between  the  business  sector  and  the  private  sector. 

So  there  is,  if  you  will,  a  set  of  principles  which  we  think  can 
be  adapted  into  corporate  codes  of  conduct,  and  included  in  these 
principles  are  appropriate  labor  practices,  including  child  labor  and 
prison  labor.  This  is  being  done  on  a  voluntary  basis. 

But  I  just  say,  I  come  myself  from  the  private  sector.  I  was  in 
the  private  sector  for  many,  many  years,  and  in  a  company  that  op- 
erated abroad.  And  I  know  that  businesses  can  and  will  set  stand- 
ards. And  what  we  want  to  do  is  encourage  them  to  set  standards 
for  their  own  behavior  to  understand  that  it  is  good  business  prac- 
tice and  good  business  to  follow  those  kinds  of  policies.  And  we  find 
that  our  codes  were  adapted — our  suggestions  rather  were  adapted 
from  my  many  existing  codes  that  companies  themselves  have.  So 
we  are  working  on  several  fronts. 

Mr.  Faleomavaega.  Thank  you,  Mr.  Chairman. 

Mr.  Bereuter.  Thank  you. 

Chairman  Roth,  I  think  you  had  another  question. 

Mr.  Roth.  Because  of  the  time  constraints,  I  think  I  will  just  go 
ahead  and  ask  the  question  of  the  other  panel  members. 

Mr.  Bereuter.  All  right.  Fine. 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

Mr.  Bereuter.  Thank  you. 
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Madam  Secretary,  I  wish  you  would  get  back  to  me  on  the  sub- 
ject of  whether  or  not  you  think  it  might  be  appropriate  for  APEC 
to  adopt  a  voluntary  dispute  settlement  mechanism.  I  know  that 
has  been  suggested  by  the  Eminent  Persons  Group.  I  would  like 
your  view  as  to  whether  that  is  appropriate,  once  you  have  had  a 
chance  to  think  about  that.  If  you  would  prefer  not  to  respond  now, 
you  can  come  back  to  us  on  that  issue.  Your  choice. 

Ms.  Spero.  I  can  give  you  a  short  answer  if  you  would  like. 

Mr.  Bereuter.  All  right. 

Ms.  Spero.  I  know  you  are  short  on  time. 

And  let  me  say  before  that.  I  would  be  delighted  to  come  back. 
I  welcome  the  interest  of  this  committee.  I  would  be  happy  to  come 
back  to  brief  your  staff  in  any  way,  following  the  Osaka  meetings. 
I  hope  I  will  bring  good  news  for  you. 

Mr.  Bereuter.  Thank  you.  I  am  counting  on  it. 

Ms.  Spero.  On  the  dispute  settlement  issue,  our  emphasis  has 
been  on  working  on  the  dispute  settlement  within  the  WTO.  There 
was  an  international  agreement  on  that,  and  our  effort  really  has 
been  to  get  that  up  and  running  and  to  get  it  as  effective  as  pos- 
sible. 

We  think  there  may  be,  however,  possibility  of  a  private-sector- 
to-private-sector  dispute  settlement  developed  within  APEC,  and 
we  are  going  to  take  a  look  at  that. 

Mr.  Bereuter.  Sometimes  the  suggestion  is  that  perhaps  a  less 
formal  process  could  be  instituted  by  APEC  as  a  supplement  to  the 
WTO,  and  it  could  deal  with  such  things  as  competition  policy, 
which  I  believe  is  not  now  covered  by  the  WTO  or  not  expected  to 
be  covered  by  the  WTO. 

Ms.  Spero.  Correct. 

Mr.  Bereuter.  Madam  Secretaiy,  thank  you  very  much  for  your 
time  today,  for  your  excellent  testimony,  and  for  your  responses  to 
our  questions.  And  best  of  luck 

Ms.  Spero.  Thank  you. 

Mr.  Bereuter  [continuing],  in  our  mutual  interest  in  Osaka. 

Ms.  Spero.  Thank  you  very  much. 

Mr.  Bereuter.  Thank  you. 

I  would  now  like  to  call  the  second  panel,  a  very  distinguished 
panel  with  a  lot  of  participants.  I  will  introduce  them  as  they  ap- 
proach the  table. 

First,  we  are  delighted  to  have  Dr.  C.  Fred  Bergsten,  the  chair- 
man of  the  Eminent  Persons  Group  (EPG),  otherwise  known  as  the 
"Wisemen  of  APEC". 

Dr.  Bergsten's  leadership  and  work  with  the  EPG  has  been  an 
important  catalyst  to  APEC's  dramatic  progress  and  commitment 
to  free  trade  and  investment  liberalization  in  the  region  by  the 
year  2020. 

Mr.  Philip  M.  Vaughn  is  the  director  of  Government  Relations  for 
the  Fluor  Corporation  and  is  a  member  of  the  Pacific  Business 
Forum.  Mr.  Vaughn's  work  for  the  PBF  gives  him  a  valuable  dual 
perspective  as  both  a  participant  in  the  APEC  process  and  a  busi- 
ness representative  who  can  evaluate  APEC's  progress  to  date. 

The  Honorable  William  Bodde,  Jr.  is  a  senior  advisor  to  the  Pa- 
cific Basin  Economic  Council  and,  interestingly,  the  first  executive 
director  of  the  APEC  Secretariat  in  Singapore.  Ambassador  Bodde's 
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extensive  goveinment  and  non-government  experience  gives  him  a 
beneficial,  long-term  perspective  on  APEC,  which  we  are  looking 
forward  to  if  he  will  share  with  us. 

Mr.  Willard  A.  Workman  is  the  vice  president-international  of 
the  U.S.  Chamber  of  Commerce.  Mr.  Workman  formerly  worked  for 
both  the  U.S.  State  and  Commerce  Departments  and,  compared  to 
that,  now  has  the  relatively  simple  task  of  formulating  a  chamber- 
wide  position  on  APEC  for  U.S.  business. 

Finally,  we  are  delighted  to  have  Mr.  David  Erickson,  first  vice 
president  of  the  American  Soybean  Association.  Given  the  pre- 
eminence of  agriculture  to  the  APEC  negotiations  and  the  count- 
down to  Osaka,  we  are  grateful  to  have  a  representative  from  agri- 
culture here  today. 

Gentlemen,  your  entire  statements  will  be  made  a  part  of  the 
record.  I  will  ask  you  to  try  to  summarize  or  read  for  approxi- 
mately 5  or  6  minutes.  That  will  be  helpful  to  us  to  make  sure  we 
have  a  chance  to  ask  questions,  hopefully  before  we  have  too  many 
votes  interrupting  us. 

I  think  I  will  proceed,  unless  there  is  some  alternative  plan,  in 
the  order  I  introduced. 

So,  Mr.  Bergsten,  if  you  would  like  to  be  first.  I  want  to  welcome 
you  and  all  the  members  of  the  panel. 

STATEMENT  OF  DR.  C.  FRED  BERGSTEN,  CHAIRMAN,  APEC 
EMINENT  PERSONS  GROUP 

Dr.  Bergsten.  Thank  you  very  much,  Mr.  Chairman.  It  is  a 
great  pleasure  to  be  here  again. 

I  will  just  pick  some  of  the  key  points  from  my  statement  to  put 
on  the  table  for  our  discussion. 

I  start,  like  Under  Secretary  Spero  did,  by  reiterating  the  Amer- 
ican interest  in  APEC.  I  will  not  elaborate  that  because  she  did  it 
very  well.  But  I  do  want  to  emphasize  one  point. 

Free  trade  in  the  Asia-Pacific,  as  per  the  Bogor  Declaration,  is 
a  very  good  deal  for  the  United  States.  The  reason  is,  as  you  have 
said  earlier,  we  have  a  very  open  market.  Every  other  country  in 
the  region,  with  one  or  two  minor  exceptions,  has  very  high  trade 
barriers.  A  move  to  free  trade  in  the  region  would  mean  that  coun- 
tries in  the  region  would  reduce  tariffs  or  tariff  equivalents  that 
are  as  high  as  40,  50,  or  60  percent  whereas  ours  are  3  percent. 
So  the  prospect  of  everyone  going  to  zero  is  an  extremely  good  deal 
for  the  United  States. 

I  am  going  to  come  back  to  that  point  when  I  talk  later  about 
a  down  payment.  But  purely  in  terms  of  U.S.  economic  interests 
and  benefits  from  the  APEC  commitments  to  achieve  free  trade, 
that  central  point  needs  to  be  kept  in  mind. 

For  this  and  other  reasons,  the  United  States  has  played,  of 
course,  a  major  leadership  role  in  APEC.  It  is  essential  that  we 
maintain  that  role.  Your  letter  to  the  Administration  of  2  weeks 
ago  is  very  helpful  in  that  regard,  but  I  am  going  to  suggest  you 
take  another  initiative  having  to  do  with  the  U.S.  role  at  Osaka  it- 
self, because  at  the  moment  the  U.S.  position  going  into  Osaka  is 
not  a  worthy  reflection  of  the  leadership  that  we  have  exercised  in 
the  past  and  that  we  need  to  exercise  now. 
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Osaka  begins  the  second  phase  of  the  evolution  of  APEC.  The 
first  phase,  Blake  Island  and  Bogor,  set  the  vision.  The  goal  now 
is  to  lay  out  the  operational  implementation  phase,  and  as  Under 
Secretary  Spero  said,  there  has  to  be  an  effective  Action  Agenda  to 
implement  the  free  trade  commitment,  and  there  must  be  an  ambi- 
tious down  payment  to  get  the  process  going. 

On  the  Action  Agenda,  there  is  good  news  and  bad  news,  and  I 
want  to  underline  the  good  news  (as  I  summarize  in  my  state- 
ment). As  the  countries  approach  Osaka,  there  is  widespread  agree- 
ment that  they  will  reach  consensus  on  the  key  principles.  Under 
those  principles,  they  will  submit  their  national  action  plans  to  im- 
plement the  free  trade  commitment  during  the  course  of  1996,  con- 
sult actively  with  each  other  during  that  process  to  make  sure 
there  is  comparability  and  balance  among  the  plans,  then  put  it  all 
together  at  the  Philippine  summit  a  year  from  now,  and  begin  im- 
plementing it  in  January  1997. 

If  they  stick  to  that,  it  will  be  very  impressive,  because  it  would 
mean  moving  from  the  Bogor  commitment  to  the  actual  commence- 
ment of  APEC  liberalization  in  barely  more  than  2  years. 

By  contrast,  it  took  8  years  for  the  comparable  process  in  the 
Uruguay  Round,  between  the  Punta  del  Este  Declaration  in  1986 
and  the  beginning  of  implementation  at  the  start  of  1995. 

Those  who  worry  that  APEC  is  progressing  too  slowly,  is  drag- 
ging its  feet,  or  is  not  a  meaningful  operation,  simply  do  not  know 
the  facts.  The  process  is  very  impressive. 

That  is  a  big  part  of  the  good  news. 

The  bad  news,  and  you  have  already  discussed  it,  is  that  there 
is  still  disagreement  on  two  or  three  key  issues.  Let  me  suggest 
how  those  issues  should  be  addressed. 

The  first  is  the  issue  of  comprehensiveness,  particularly  regard- 
ing agriculture.  You  are  absolutely  right  and  the  Administration  is 
absolutely  right  to  insist  on  comprehensiveness.  In  fact,  as  Under 
Secretary  Spero  said,  that  issue  really  was  resolved  at  Bogor. 
Japan  and  Korea  both  proposed  to  exempt  agriculture  from  the 
Bogor  Declaration  in  1994,  in  the  run-up  to  the  Bogor  summit 
meeting.  That  proposal  was  rejected  by  the  rest  of  the  membership. 
It  was  rejected  by  President  Suharto,  the  leader  of  the  Bogor  sum- 
mit. It  was  not  adopted. 

It  seems  to  me  the  issue  has  been  dealt  with.  It  is  being  raised 
again;  it  must  be  rejected  again.  Comprehensiveness  is  essential. 

However,  every  country  has  problems  in  the  implementation  of 
its  free  trade  commitment.  In  our  EPG  report  last  year,  we  sug- 
gested two  remedies  that  could  resolve  this  problem  at  Osaka.  The 
first  is  the  principle  of  flexible  implementation.  It  allows  for  a 
country  with  a  particular  sectoral  problem  either  to  start  a  little 
later  in  implementing  its  liberalization  in  that  sector  or  to  go  a  lit- 
tle slower. 

Note  that  this  is  exactly  what  the  United  States  is  doing  with 
textiles  and  apparel  in  implementing  the  Uruguay  Round.  The 
Uruguay  Round  agreement  phases  out  all  textile  and  apparel 
quotas  over  a  10-year  period.  The  theory  is  that  quotas  are  elimi- 
nated more  or  less  evenly  over  the  10  years. 

The  United  States  is  not  doing  that.  It  is  phasing  in  its  textile 
quota  elimination  literally  in  the  last  year  or  two  of  the  process. 
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or  rear-end  loading.  That  was  agreed  by  the  Congress.  It  was  nego- 
tiated in  good  faith  with  the  other  countries.  We  beheve  this  con- 
cept of  flexible  implementation  should  be  also  applied  in  APEC. 

There  is  a  second  principle  in  last  year's  EPG  report:  that  APEC 
adopt  a  safeguard  mechanism  like  the  safeguard  mechanism  in  Ar- 
ticle 19  of  the  GATT,  or  in  the  NAFTA,  or  in  practically  every  trade 
agreement.  Under  such  a  mechanism,  you  begin  liberalizing  but  if 
you  face  some  unexpected  adverse  effect — for  example,  through  a 
surge  of  imports  or  some  untoward  unanticipated  development — 
you  could  call  a  halt,  you  could  even  reverse  for  a  while.  We  rec- 
ommend some  very  tough  conditions  to  make  sure  safeguards  are 
not  abused,  but  that  also  should  be  a  serious  part  of  the  APEC  lib- 
eralization process. 

These  two  principles,  one  or  the  other  or  in  combination,  would 
clearly  take  care  of  the  problems  that  Japan  and  Korea  are  raising 
about  agriculture,  and  I  think  that  is  the  way  out. 

A  second  issue  that  is  being  debated,  which  was  not  mentioned 
in  your  earlier  dialog  with  Under  Secretary  Spero,  is  the  question 
of  non-discrimination  among  members.  This  is  of  concern  to  China, 
as  the  United  States  cannot  give  unconditional,  permanent  most- 
favored-nation  treatment  to  China  because  of  the  Jackson-Vanik 
Amendment.  I  think  everybody  recognizes  that. 

I  think  the  United  States  should  accept  the  principle  of  non-dis- 
crimination. I  think  that  would  be  adequate  for  China.  But  we  also 
should  make  the  obvious  point  that  we  cannot  implement  the  prin- 
ciple today  because  of  legislative  requirements.  That  seems  to  me 
better  than  stonewalling  entirely,  which  I  think  the  Administration 
has  done.  This  declared  acceptance  of  nondiscrimination  would  pro- 
vide a  basis  for  a  solution. 

The  other  points  I  make  here  deal  with  the  more  technical  modus 
operandi  of  how  to  implement  the  free  trade  commitment  and  the 
ideas  of  comparability  or  reciprocity:  how  much  is  unilateral  and 
how  much  is  collective  action? 

Frankly,  I  think  a  lot  of  this  issue  is  excessively  legalistic  on  our 
part.  Every  trade  negotiation  in  the  GATT  or  anywhere  else  re- 
flects a  combination  of  countries  putting  in  their  proposals  to  liber- 
alize and  others  trying  to  get  them  to  do  better  and  withholding 
agreement  until  a  package  is  worked  out  that  is  comparable. 

I  have  every  confidence  that  the  United  States  will  insist  on  com- 
parability at  the  end  of  the  day.  I  know  the  Congress  will  rightly 
insist  on  a  balanced  package  in  approving  any  deal.  So  I  would  not 
get  too  hung  up  on  the  wording  now.  Rather,  I  recommend  going 
ahead  with  the  process  and  moving  into  what  some  of  the  Asians 
call  "soft  negotiations". 

My  final  point  relates  to  the  down  payment.  This  is  the  area  that 
you  were  stressing  a  moment  ago,  Mr.  Chairman,  that  really  needs 
to  be  addressed.  Businessmen  and  others  are  saying  that  we  need 
some  concrete,  clear-cut,  tangible  progress  if  the  APEC  process  is 
going  to  work. 

In  our  EPG  report  this  year,  we  suggested  four  areas  that  could 
be  part  of  a  down  payment:  accelerated  implementation  of  the  Uru- 
guay Round  commitments,  which  the  leaders  in  fact  agreed  at 
Bogor  to  do;  a  Dispute  Mediation  Service,  which  you  mentioned  be- 
fore; immediate  cooperation  in  implementing  competition  policies. 
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which  would  help  us  a  great  deal  with  the  Japanese;  and  adoption 
of  a  multifaceted  program  on  standards  harmonization  and  testing, 
which  would  be  very  helpful  to  business. 

Unfortunately,  the  outlook  for  the  down  payment  now  is  not  very 
good,  and  the  United  States  is  part  of  the  problem.  The  Adminis- 
tration claims  it  has  done  enough.  "We  have  given  at  the  office.  We 
liberalized  in  the  Uruguay  Round.  We  have  an  open  market.  Do  not 
look  at  us." 

Well,  it  is  true  that  the  United  States  has  the  relatively  open 
market.  But  you  as  politicians  know  the  question  is,  what  have  you 
done  for  me  lately?  What  are  you  going  to  do  in  the  APEC  context? 
What  are  you  going  to  add  to  the  package? 

If  you  believe  my  argument  at  the  outset,  that  every  1  percent 
of  U.S.  barrier  reduction  gets  us  10,  20,  or  30  percent  from  the  oth- 
ers, then  it  is  a  very  good  deal  for  the  United  States  in  purely  eco- 
nomic terms  to  slightly  accelerate  tariff  reductions  to  which  we 
have  already  committed  in  the  Uruguay  Round  if  it  induces  the 
others  to  do  likewise,  as  I  think  it  would. 

The  United  States  has  no  negotiating  authority  at  the  moment. 
So,  again,  the  United  States  should  declare  its  intent  to  reduce  its 
tariff  barriers  more  quickly  than  the  Uruguay  Round  calls  for  and 
to  do  so  as  soon  as  negotiating  authority  can  be  established. 

Regarding  your  question  to  the  Under  Secretary,  Mr.  Chairman, 
we  should  adopt  a  Dispute  Mediation  Service,  because  contrary  to 
what  the  Under  Secretary  said,  it  goes  beyond  the  GATT  and  the 
WTO.  It  gives  us  new  instruments,  and  it  would  help  us  a  lot  with 
Japan,  China,  and  the  others. 

We  should  seek  immediate  cooperation  on  competition  policy.  At 
the  moment,  the  United  States  is  not  coming  to  bat  with  the  kind 
of  leadership  that  we  need  to  make  Osaka  a  success. 

I  applaud  the  committee's  initiative  to  make  sure  the  Adminis- 
tration's back  is  stiffened  vis-a-vis  Japan  and  the  others  on  com- 
prehensiveness. I  believe  you  should  also  push  the  Administration 
to  provide  forceful  U.S.  leadership  because  it  will  be  so  much  in  the 
American  interest. 

Thank  you. 

[The  prepared  statement  of  Dr.  Bergsten  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you.  Dr.  Bergsten.  We  appreciate  your 
suggestion.  We  may  have  to  have  additional  initiatives  the  next 
few  days. 

Next  I  would  like  to  call  on  Mr.  Philip  Vaughn  for  his  testimony. 

Welcome. 

STATEMENT  OF  MR.  PHILIP  M.  VAUGHN,  DIRECTOR  GOVERN- 
MENT RELATIONS,  FLUOR  CORPORATION  (MEMBER  PACIFIC 
BUSINESS  FORUM) 

Mr.  Vaughn.  Thank  you.  Chairman  Bereuter,  Chairman  Roth. 

For  the  past  2  years,  Fluor  Corporation's  chairman,  Les  McCraw, 
has  served  as  co-chairman  of  the  Pacific  Business  Forum,  or  PBF. 
The  PBF  is  the  business  advisory  body  to  the  APEC  leaders,  and 
was  created  at  the  suggestion  of  President  Clinton  at  the  Blake  Is- 
land Economic  Leaders  meeting  in  1993. 
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We  believe  that  APEC  can  be  an  important  tool  for  improving 
the  business  environment  in  the  Asia-Pacific.  If  properly  directed 
and  motivated,  APEC  can  help  lower  transaction  costs  in  the  re- 
gion, open  new  markets  for  the  export  of  U.S.  goods  and  services, 
and  help  anchor  the  United  States  in  this  vitally  important  part  of 
the  world. 

But  APEC  can  only  achieve  these  goals  if  it  shows  the  political 
will  to  tackle  the  tough  issues,  to  take  decisions  out  of  Osaka  that 
will  clearly  set  APEC  on  the  course  to  free  and  open  trade  and  in- 
vestment. 

To  facilitate  this  process,  the  PBF  submitted  its  second  report  to 
Prime  Minister  Murayama  and  the  other  APEC  leaders  in  Septem- 
ber. And  we  have  provided  copies  of  that  report  to  the  subcommit- 
tee. 

In  both  this  report  and  last  year's  report,  we  have  made  practical 
recommendations  in  three  broad  areas,  which  reflect  our  report's 
theme;  that  is,  making  APEC  more  relevant  to  business. 

First,  APEC  must  adopt  a  clear  and  unambiguous  road  map  to 
reach  2010  and  2020.  It  must  include  time  lines  for  specific  actions, 
frequent  reviews  to  assure  progress,  and  most  importantly,  as  you 
have  heard  this  afternoon,  it  must  be  comprehensive.  No  sector 
should  be  accepted. 

Second,  this  year  APEC  must  take  some  concrete  actions  to  prove 
that  it  is  willing  to  move  from  a  policy  talk  shop  to  an  action-ori- 
ented forum.  Some  have  called  this  a  down  payment.  The  PBF  has 
chosen  to  call  it  the  Osaka  deliverables. 

There  seems  to  be  a  lot  of  discussion  on  this  topic  and  whether 
APEC  will  take  action  in  the  tariff  area,  such  as  accelerating 
broadening  and  deepening  the  Uruguay  Round,  and  using  this  as 
the  measure  of  APEC's  success  or  failure. 

And  there  is  no  doubt  that  action  in  this  area  is  important  and 
indeed  critical.  However,  I  do  not  believe  it  is  the  only  way  to  prove 
to  the  business  community  that  the  APEC  is  serious  about  its  liber- 
alization agenda.  APEC  could  take  action  in  a  broad  range  of  what 
I  am  calling  non-tariff  areas,  practical  areas  which  are  not  as  con- 
troversial as  the  tariff  area,  which  nonetheless  make  it  easier  for 
business  to  operate  in  the  region,  widely  called  facilitation  meas- 
ures, these  are  the  nuts  and  bolts  of  doing  business. 

Action  in  this  area  could  include  implementing  all  the  work  of 
the  Custom  Subcommittee  of  APEC  by  1999,  improving  enforce- 
ment for  intellectual  property  rights  though  technical  training  and 
assistance  and  looking  at  ways  to  speed  business  travelers  through 
immigration  and  customs  with  an  APEC  business  visa.  We  are 
strengthening  the  investment  principles  adopted  last  year  in  Ja- 
karta. 

The  third  area  is  a  mechanism  for  business  participation  in 
APEC.  The  PBF  was  an  interim  structure  designed  to  meet  short- 
term  need.  We  have  recommended  the  creation  of  an  APEC  busi- 
ness council  which  is  similar  in  structure  to  the  PBF.  But  we  have 
also  recommended  that  regional  organizations,  such  as  PBEC, 
which  Ambassador  Bodde  represents  here  today,  and  PEC,  be  a 
part  of  our  successor  group. 
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Further,  we  have  suggested  that  each  individual  economy  estab- 
lish some  sort  of  APEC  advisory  group,  which  would  work  in  tan- 
dem with  the  APEC  business  council. 

Finally,  and  perhaps  even  more  importantly  than  a  formal  busi- 
ness advisory  council,  we  encourage  APEC  to  allow  business  to  be- 
come an  integral  part  of  the  APEC  work  program  on  an  ongoing 
basis. 

This  partnership  between  business  and  government  will  help  the 
APEC  agenda  stay  focused  on  the  issues  which  have  practical  im- 
plications for  business. 

In  conclusion,  let  me  just  make  one  last  observation.  There  is  no 
doubt  that  this  year  the  business  community  wants  to  see  action, 
not  more  words  from  APEC.  But  I  would  like  to  stress  again  that 
some  of  the  practical  measures,  as  I  mentioned  earlier,  will  be  the 
yardsticks  by  which  I  believe  the  business  community  will  judge 
APEC's  success  or  failure,  at  least  in  these  early  years. 

We  are  constantly  intoning  the  mantra  that  APEC  has  been 
around  6  years  and  if  it  does  not  do  something  this  year,  we  are 
going  to  walk  away  from  it.  But  if  you  look  at  the  converse  of  that, 
we  can  say,  as  I  think  Dr.  Bergsten  pointed  out,  that  APEC  has 
only  been  around  6  years  and  look  how  far  it  has  come. 

Again,  thank  you,  Mr.  Chairman,  for  inviting  me  to  testify  here 
today.  And  I  would  also  like  to  thank  Under  Secretary  Spero,  Am- 
bassador Designate  Christoph,  and  all  their  team  and  the  Adminis- 
tration for  their  tremendous  support  that  provided  Fluor,  the  PBF, 
and  I  think  the  entire  business  community  on  APEC. 

Thank  you. 

[The  prepared  statement  of  Mr.  Vaughn  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you  very  much,  Mr.  Vaughn. 

Now  we  will  have  the  Honorable  William  Bodde,  Jr.,  senior  advi- 
sor. Pacific  Basin  Economic  Council. 

Ambassador  Bodde. 

STATEMENT  OF  HON.  WILLIAM  BODDE,  JR.,  SENIOR  ADVISOR, 
PACIFIC  BASIN  ECONOMIC  COUNCIL 

Mr.  Bodde.  Thank  you,  Mr.  Chairman. 

I  will  just  make  a  few  points  and  try  to  take  a  slightly  different 
approach  to  the  issues. 

First  of  all,  let  me  tell  you  very  briefly  something  about  PBEC, 
the  Pacific  Basin  Economic  Council.  It  is  the  oldest  private  sector 
Asia-Pacific  regional  business  organization  devoted  to  expanding 
trade  and  investment  throughout  the  Pacific  Basin.  Today  it  rep- 
resents 1200  companies  in  19  countries.  The  chairman  of  the  U.S. 
member  committee  is  Gary  Tooker,  the  CEO  of  Motorola. 

In  May  of  next  year,  we  will  hold  our  International  General 
Meeting  here  in  Washington.  The  theme  will  be  "Beyond  Rhetoric, 
Implementing  Free  Trade  and  Investment  in  the  Pacific  Region." 
President  Clinton  has  agreed  to  open  the  meeting.  We  already  have 
commitments  from  Prime  Minister  Mahathir  of  Malaysia  and 
President  Zedillo  of  Mexico  to  speak.  We  expect  a  number  of  others. 
We  also  hope,  as  we  get  closer  to  the  conference,  to  be  able  to  invite 
the  Republican  candidate  for  President,  who  should  be  known  by 
that  point. 
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Now,  looking  at  what  is  happening  in  the  challenges  of  Osaka, 
there  is  no  doubt  to  me  that  the  comprehensiveness  is  the  critical 
issue  and  I  think  we  have  to  hold  firm.  I  think  it  is  possible  that 
we  can  win  on  this  issue.  I  do  not  think  we  should  postpone  the 
issue.  I  think  you  have  to  fight  such  issues  from  the  very  begin- 
ning, as  we  did  in  Bogor,  and  we  have  to  do  again. 

There  are  some  extraneous  factors  that  make  it  more  difficult  for 
some  of  the  players.  Japan  is  plagued  by  weak  political  leadership 
at  the  moment.  Its  bureaucracy  has  never  been  more  powerful.  And 
Japan  has  a  tenacious  recession.  It  would  be  difficult  for  Japan 
under  the  best  of  conditions  to  take  these  tough  decisions,  let  alone 
at  this  time. 

That  said,  we  have  to  force  them  to  take  the  decision  and  force 
them  to  take  a  leadership  role.  They  talk  about  being  the  leader 
of  the  Asians.  Well,  this  is  the  time  for  them  to  stand  up,  and  they 
will  have  to  make  some  tough  decisions. 

Now,  it  is  going  to  require  that  the  President  be  there.  And  no 
one  has  mentioned  today  that  there  is  a  possibility,  given  the  train 
wreck  possibility,  that  he  will  not  be  there.  I  could  not  see  us  carry- 
ing the  day  if  President  Clinton  is  not  in  Osaka. 

Mr.  Bereuter.  We  did  not  want  to  bring  up  that  possibility. 

Mr.  BODDE.  I  am  sorry? 

Mr.  Bereuter.  We  did  not  want  to  bring  up  that  possibility. 

Mr.  Bodde.  But  it  is  something  we  have  to  consider  when  we 
talk  about  what  is  going  to  happen  in  Osaka. 

I  think  the  14  members  can  win  on  this  issue. 

Now,  let  me  just  talk  a  second  about  what  the  APEC  balance 
sheet  looks  like  after  6  years.  It  is  a  little  tough  to  make  a  balance 
judgment  about  such  a  young  organization  because  I  think  its  sup- 
porters have  oversold  the  case  so  you  get  the  kind  of  frustration 
that  you  hear  in  the  business  community.  What  is  it  going  to  do? 
When  is  it  going  to  do  something  for  us? 

There  has  not  been,  and  there  is  not  likely  to  be,  despite  what 
my  friend,  Phil  Vaughn  has  said,  there  is  not  likely  to  be  in  the 
next  couple  of  years  very  many  things  happen  in  APEC  that  will 
positively  affect  the  bottom  line  for  an  American  business.  It  is  a 
longer-term  interest.  And  the  APEC  critics,  of  course,  want  to  trash 
it  immediately  because  it  has  not  done  enough  quickly.  Both  views 
are,  I  think,  irrational. 

Now,  it  seems  to  me  that  even  if  we  do  not  get  something  that 
we  see  on  the  bottom  line  at  the  end  of  this  meeting  at  Osaka,  if 
we  handle  the  comprehensiveness  question,  we  can  keep  the  mo- 
mentum going.  Fred  Bergsten  talks  about  the  bicycle  theory,  and 
I  think  it  is  very  true.  We  have  to  keep  the  momentum  going  to- 
ward free  trade. 

But  I  would  remind  you  that  there  are  other  very  strong  reasons 
for  the  United  States  to  be  in  APEC  at  this  time.  One  is  in  the 
post-cold  war  period,  with  the  reduction  of  the  U.S.  military  around 
the  world,  and  reductions  are  likely  in  Asia  for  budgetary  or  other 
reasons.  It  is  important  that  we  are  in  APEC  and  playing  a  role 
in  an  organization  that  anchors  the  United  States  in  Asia. 

Second,  it  is  important  obviously  to  be  in  an  organization  that 
our  major  trading  partners  belong  to.  As  the  point  came  up  before 
about  the  European  Union,  there  will  be  decisions  made  in  APEC 
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that  impact  directly  on  the  United  States.  It  is  certainly  in  our  in- 
terest to  be  a  part  of  that  decisionmaking  process  and  not  just  an 
observer  on  the  outside. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Bodde  appears  in  the  appendix.] 

Mr.  Bereuter.  Thank  you  very  much,  Ambassador. 

And,  now  I  would  like  to  call  on  Willard  A.  Workman,  vice  presi- 
dent-international, U.S.  Chamber  of  Commerce. 

Welcome,  Mr.  Workman. 

STATEMENT  OF  MR.  WILLARD  A.  WORKMAN,  VICE  PRESIDENT- 
INTERNATIONAL,  U.S.  CHAMBER  OF  COMMERCE 

Mr.  Workman.  Thank  you,  Mr.  Chairman. 

I  will  be  very  brief  because  I  am  sure  you  want  to  get  to  the 
questions,  and  also  the  testimony  of  the  next  speaker. 

I  would  just  like  to  make  a  couple  of  points.  Chamber's  Board 
yesterday  voted  unanimously  on  a  set  of  principles  and  a  set  of  spe- 
cific outcomes  that  we  are  looking  for,  not  only  in  Osaka,  but  also 
in  the  long  term.  And  their  idea  of  long  term  is  2  to  3  years,  not 
15  to  20.  And  that  is  attached  to  my  statement,  and  I  direct  your 
attention  to  it. 

A  couple  of  other  points  that  I  would  like  to  make.  I  do  not  think 
that  anybody  in  the  business  community  is  seriously  talking  about 
trashing  APEC  if  it  does  not  deliver  in  the  near  term.  But  certainly 
there  are  alternatives  to  APEC  that  can  be  emphasized  more  than 
they  are  now.  We  can  continue  with  our  bilateral  approach  and  this 
Administration  has  been  very  aggressive  in  that  regard.  The  U.S. 
Chamber  had  supported  them  in  those  efforts  and  will  continue  to. 

But  there  is  still  the  World  Trade  Organization.  There  are  sub- 
regional  groupings.  Right  now  we  are  engaged  in  discussions  with, 
for  example,  the  Merco  Sur  countries,  and  the  Andean  Six,  and  the 
Common  Market  of  Central  America. 

So  at  my  last  count  there  were  over  40  sub-regional  preferential 
trade  or  trading  or  customs  union  groups  around  the  world.  So 
there  are  other  alternatives  to  APEC.  It  is  not  the  only  game  in 
town. 

Right  now,  for  political  reasons,  we  think  it  is  a  good  way  to  go. 
But,  again,  what  we  will  do  after  Osaka,  as  an  institution,  is  we 
will  look  at  the  seven  principles  that  our  Board  has  articulated. 
Which,  by  the  way,  are  the  same  ones  that  we  use  for  NAFTA  and 
for  the  Uruguay  Round.  And  we  will  weigh  progress  against  those 
principles  and  make  a  judgment.  That  is  just  a  prudent  way  to  do 
business,  we  think. 

Finally,  on  sort  of  a  personal  note,  I  was  encouraged  to  hear 
Chairman  Roth's  comments  and  concerns  about  economic  sanctions. 
As  you  know,  personally  I  had  some  history  in  that  area  for  about 
the  past  15  years,  and  the  Chamber  does  not  like  unilateral  eco- 
nomic sanctions.  So  I  was  encouraged  by  your  remarks. 

I  would  be  pleased  to  respond  to  any  questions  that  you  have. 

Thank  you. 

[The  prepared  statement  of  Mr.  Workman  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you  very  much,  Mr.  Workman. 
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Now,  we  are  pleased  to  call  upon  Mr.  David  Erickson,  first  vice 
president,  American  Soybean  Association. 
Welcome,  Mr.  Erickson. 

STATEMENT  OF  MR.  DAVID  ERICKSON,  FIRST  VICE 
PRESIDENT,  AMERICAN  SOYBEAN  ASSOCIATION 

Mr.  Workman.  Thank  you,  Mr.  Chairman. 

I  am  soybean  farmer  from  Illinois  and  serve  as  first  vice  presi- 
dent of  the  American  Soybean  Association.  I  want  to  take  this  op- 
portunity today  to  talk  to  you  about  the  importance  of  the  soybean 
industry  to  the  United  States  and  the  importance  of  APEC  to  the 
soybean  industry  worldwide. 

As  has  been  said  before,  the  potential  for  APEC  countries  to 
consume  soybean  products  just  on  sheer  population  density  alone 
is  almost  unbelievable.  And  we  believe  this  means  that  these  coun- 
tries will  want  more,  to  produce  things  like  meat,  milk,  eggs,  cook- 
ing oil,  soy-based  foods,  all  of  which  are  critical  to  the  needs  of 
their  people,  which  will  require,  by  the  way,  an  increasing  amount 
of  soy  beans,  soy  bean  meal  and  oil,  which  can  be  supplied  by  the 
United  States.  Nothing  should  stand  in  the  way  of  a  direct  channel 
from  soybean  farms  in  the  United  States  to  these  end  users  in 
APEC  countries  of  Asia. 

In  brief,  the  trade  barriers  that  limit  our  exports  must  be  re- 
moved. 

In  speaking  of  the  value  of  soybeans,  and  Chairman  Roth  before 
indicated  about  our  imbalance  of  trade,  the  soybean  industry  has 
done  well  to  try  to  even  up  that  balance  with  our  fiscal  year  1995 
production,  producing  the  value  of  $6.8  billion  of  the  No.  1  leading 
ag  commodity  export  coming  from  our  country,  third  only  to  air 
frames  and  computers  exported  by  the  United  States. 

We  know  that  as  demand  increases,  we  want  to  be  in  the  posi- 
tion to  continue  to  be  the  prime  provider.  In  fact,  right  now  about 
37  percent  of  our  exports  do  go  into  the  Asian  area,  represented  by 
many  of  those  Asian  members  of  APEC. 

In  brief,  the  export  of  our  commodity  to  APEC  countries  is  criti- 
cal to  the  strength  of  our  overall  market,  the  soybean  farmers  and 
to  non-farm  workers  that  support  the  market.  And  obviously  it  be- 
comes more  important  as  less  Federal  dollars  are  spent  in  areas  of 
commodity  support  programs  as  has  been  indicated  by  other  testi- 
mony. 

Export  market  for  soybeans  and  meal  and  oil  in  APEC  countries 
is  already  significant,  with  Japan  being,  of  course,  the  United 
States'  single  largest  buyer  of  soybeans.  And  that  has  continued  to 
grow  through  the  years.  We  see  great  potential  in  other  markets 
as  they  have  grown,  such  as  Taiwan  and  Korea.  Individually  and 
together,  they  have  become  one  of  our  major  customers  in  that 
area. 

Unfortunately,  trade  barriers  do  exist,  one  of  which  deserves  par- 
ticular comment  due  to  negotiations  presently  underway  and  that 
is  China  seeking  ascension  to  the  WTO.  A  condition  of  special  in- 
terest to  ASA  is  that  the  Chinese  agree  to  make  more  transparent 
their  trading  rules  for  importing  soyoeans,  meal  and  oil. 

Specifically,  we  are  seeking  to  achieve  the  following  agreements 
from  China.  No.   1,  to  phase  out  import  license  requirements  for 
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soybeans,  meal  and  oil.  No.  2,  to  bind  the  current  applied  3-percent 
tariff  on  imports  on  soybeans,  and  to  limit  the  tariff  on  meal  and 
oil  to  a  level  no  higher  than  competing  protein  meals  and  edible 
oils.  And,  No.  3,  we  want  to  ensure  private  enterprise  participation 
in  all  imports. 

In  contrast  to  China's  import  restrictions,  Japan  binds  the  duty 
on  soybeans  at  zero,  Korea  presently  at  a  duty  of  only  2  percent, 
and  Taiwan  at  IV2  percent.  Regardless  of  these  low  levels,  we  feel 
it  is  important  that  Korea  and  Taiwan  be  strongly  encouraged  to 
reduce  their  duties  even  further. 

It  is  in  our  long-term  interest  for  the  Asian  members  of  APEC, 
and  China  in  particular,  to  liberalize  soybeans  and  soybean  product 
imports  to  supplement  local  production  and  meeting  consumer  de- 
mands. The  demand  is  going  to  continue  to  grow  as  we  see  it  be- 
cause the  reason  is  simple.  U.S.  farmers  have  developed  the  largest 
and  most  efficient  soybean  industry  in  the  world.  And  U.S.  agri- 
culture has  the  ability  to  respond  to  APEC's  import  needs  due  to 
our  abundant  agriculture  resources. 

ASA  has  been  working  to  develop  Asian  markets  for  U.S.  soy- 
beans for  nearly  40  years.  And,  in  fact,  our  oldest  international 
markets  in  Japan  opened  in  1956.  We  have  also  opened  offices  in 
Taiwan  in  1969,  in  Korea  and  Singapore  for  the  ASEAN  in  1979, 
and  in  China  in  1982. 

We  are  presently  seeking  support  from  our  farmers  to  open  an 
office  in  Vietnam  early  in  1996,  and  to  initiate  market  development 
projects  in  other  countries. 

This  fiscal  year  alone  we  will  conduct  an  estimated  60  FAS-fund- 
ed  and  45  direct  farmer-funded  projects  in  10  APEC  countries.  To 
support  these  market  development  initiatives,  ASA  will  use  $2.1 
million  in  FAS  and  $2.7  million  in  farmer-provided  funds  this  year. 

As  you  can  see,  we  put  much  emphasis  in  this  area  not  only  sup- 
porting government  funding  but  by  more  than  matching  that  with 
producer  dollars. 

We  continue  to  have  faith  that  these  markets  will  pan  out.  And 
as  I  indicated  before,  in  light  of  present  changes  in  farm  commodity 
programs,  we  think  the  Soybean  Association  has  long  thought  that 
this  will  be  our  wave  into  tne  future. 

In  summary,  U.S.  soybean  farmers  seek  the  support  of  Congress 
in  encouraging  members  of  APEC  to  focus  on  liberalizing  their  ag- 
ricultural trade  policies.  We  look  forward  to  working  with  you  and 
other  members  of  the  committee  on  international  regulations  as  ne- 
gotiations to  eliminate  trade  barriers  proceed. 

Thank  you,  Mr.  Chairmen. 

[The  prepared  statement  of  Mr.  Erickson  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Mr.  Erickson,  thank  you  for  your  testimony.  We 
have  had  a  good  cross-section  of  testimony,  very  helpful. 

I  am  going  to  call  upon  Chairman  Roth  for  any  questions  that 
he  might  have  at  this  point. 

Mr.  Roth.  Well,  I  thank  you,  Chairman  Bereuter.  I  want  to  join 
you  in  thanking  our  witnesses  for  their  excellent  testimony  here 
this  afternoon. 

I  would  just  like  to  go  back,  if  I  could,  to  the  question  I  was  ask- 
ing before. 
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Dr.  Bergsten,  you  had  mentioned  the  trade  advantages  and  so 
on,  but  70  percent  of  our  trade  deficit  is  with  these  APEC  coun- 
tries. 

Free  trade  is  terrific,  but  we  do  not  have  free  trade  with  them. 
How  are  we  going  to  get  there?  For  example,  should  we  take  our- 
selves out  of  the  Three  Gorges  Project,  the  largest  public  works 
project  in  the  world? 

Dr.  Bergsten.  Let  me  make  two  comments.  First,  I  want  to  re- 
spond to  your  specific  questions  about  Three  Gorges,  U.S.  exports 
credits,  and  more  broadly — this  came  up  in  the  earlier  dialog — our 
own  restrictions  on  U.S.  exports,  through  sanctions  and  other  de- 
vices. Mr.  Workman  mentioned  it  too. 

We  published  a  study  at  my  Institute  for  International  Econom- 
ics about  2  years  ago,  which  was  the  first  effort,  I  think,  ever  made 
to  quantify  the  adverse  impact  on  U.S.  exports  of  our  own  restric- 
tions, our  own  export  controls,  our  inadequate  export  finance  pro- 
gram, et  cetera. 

The  result  was  stunning.  It  showed  that  we  were  depressing  our 
own  exports  by  $30  to  $40  billion  per  year  by  our  own  devices. 
These  are  not  Japanese  barriers  to  our  exports.  These  are  our  bar- 
riers to  our  exports. 

Mr.  Roth.  So  the  question  remains,  should  we  take  ourselves  out 
of  Three  Gorges  Project  or  should  we  not? 

Dr.  Bergsten.  I  tend  to  follow  the  view  that  if  a  project  is  going 
ahead  and  it  is  going  to  be  supplied,  we  should  compete  for  the 
supply  contracts.  We  can  try  to  get  the  project  deferred  if  we  do 
not  think  it  makes  sense.  But  I  think  once  it  goes  ahead,  our  deny- 
ing participation  to  ourselves  is  only  shooting  ourselves  in  the  foot, 
and  therefore  I  would  go  ahead. 

Mr.  Roth.  OK.  Thank  you. 

Dr.  Bergsten.  You  asked  another  question.  There  is  not  free 
trade.  Exactly.  That  is  the  point  I  was  trying  to  make  at  the  outset. 

The  overwhelming  significance  of  APEC  so  far  in  economic  terms 
is  the  commitment  that  the  leaders  made  last  year  at  Bogor  to 
achieve  free  trade.  They  admitted  there  is  no  free  trade.  They  set 
a  goal  of  achieving  it  over  a  period  of  15  to  25  years.  In  practice 
it  will  happen  faster,  in  my  view,  but  that  is  the  goal. 

My  point  is  that  the  United  States  stands  to  benefit  enormously 
from  that  commitment  since  we  have  few,  if  any,  barriers.  And 
they  have  lots  of  barriers. 

So  if  the  process  is  pursued  faithfully  and  effectively,  beginning 
at  Osaka  next  week,  it  could  at  least  begin  reducing  that  big  U.S. 
deficit  about  which  I  share  your  deep  concern. 

Mr.  Roth.  Thank  you. 

Mr.  Workman,  let  me  play  devil's  advocate  for  a  minute,  because 
I  think  that  we  have  to  look  at  this  from  various  facets. 

Sometimes  it  seems  to  me  that  meetings  like  the  one  we  are 
going  to  have  at  Osaka  and  so  on  can  be  counterproductive  and 
detrimental.  Why?  Well,  because  we  have  more  meetings,  we  have 
more  talk,  and  meanwhile  their  trade  surplus  with  our  country 
grows.  Our  deficit  with  China  grows  every  year.  We  seem  to  be 
selling  less.  They  are  getting  more  of  our  market. 

Should  this  not  be  precisely  the  time  when  we  have  the  largest 
leverage,  when  we  are  saying,  "Hey,  we  want  to  sell  more  to  China 
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rather  than  less?"  Should  we  not  have  the  trade  surplus  and  they 
have  the  trade  deficit? 

Mr.  Workman.  I  think  you  are  absolutely  right.  I  think  we  have 
to  be  very  aggressive  about  pursuing  business  in  China.  And  com- 
ing back  to  the  Three  Gorges  River  issue,  that  is  troubling  to  my 
institution  for  a  couple  of  reasons.  One,  we  do  not  think  you  should 
just  preclude  a  project  because  a  certain  group  within  this  country, 
and  not  necessarily  the  majority  of  even  the  U.S.  Congress  thinks 
it  might  be  environmentally  damaging  or  somehow  not  politically 
correct  to  build  it. 

But  it  was  also  particularly  troubling  and  we  wrote  to  Chairman 
Ken  Brody  about  this.  That  Eximbank  is  supposed  to  be  an  inde- 
pendent agency.  And  one  of  the  reasons  why  the  business  commu- 
nity has  been  so  uniformly  supportive  of  it  is  that  they  knew  it  was 
going  to  be  making  its  decisions  on  guarantees  and  loans  based  on 
practical,  open,  well-known  non-political  criteria. 

As  soon  as  you  inject  this  political  notion,  like  the  memorandum 
from  the  National  Security  Council  that  was  sent  to  Chairman 
Brody,  that  is  troubling  to  us.  And  so  we  wrote  to  Chairman  Brody 
and  offered  our  support  and  our  continuing  support  premised  on 
the  fact  that  Eximbank  is  supposed  to  be  independent. 

But  coming  back  to  the  business  about  China  and  pursuing 
China  every  which  way  to  Sunday,  they  have  a  lot  of  internal  bar- 
riers, restrictions,  and  they  are  in  some  sectors  about  to  reimpose 
some  new  barriers  that  are  very  troubling.  Not  only  to  American 
exporters  and  to  China,  but  the  rather  significant  American  busi- 
ness community  in  China.  So  we  think  and  we  encourage  our  gov- 
ernment on  a  bilateral  basis  to  pursue  every  avenue  to  open  up 
those  markets. 

If  we  can  do  it  in  Osaka,  fine.  If  we  can  do  it  in  Beijing,  fine. 
We  just  opened  up  a  new  American  Chamber  of  Commerce  in 
Guangzhou  last  month,  so  that  is  the  third  one  in  China. 

Mr.  Roth.  Well,  I  appreciate  your  comments.  You  know,  the  way 
I  look  at  it,  it  is  like  a  poker  table.  Three  Gorges,  for  example,  and 
others.  We  take  ourselves  away  from  the  table  and  the  Germans 
and  the  French  and  everybody  else  sits  down  and  makes  the 
money.  And  then  we  have  the  feel-good  votes  in  the  Congress.  You 
take  a  look  at  the  nuclear  power  plants.  They  are  building  all 
kinds — there  will  be  all  kinds  of  nuclear  power  plants  in  China  but 
we  are  not  involved  because  we  are  politically  correct.  It  is  going 
to  cost  us  billions  of  dollars. 

I  have  been  telling  the  industry'  people,  they  also  have  a  respon- 
sibility to  get  to  the  Congressmen  and  tell  them,  "Hey,  these  are 
not  little  free  votes  you  are  going  to  pass,  because  this  means  a  lot 
of  money,  it  means  a  lot  of  jobs  to  us." 

China  today  is  putting  more  pollution  into  the  air  because  of 
their  coal  fire  furnaces  than  all  the  laws  we  have  ever  passed  here 
in  the  United  States  to  clean  up  the  environment.  But  this  message 
never  gets  across.  Nobody  in  Congress  knows  that.  And  we  have 
got  to  get  the  business  community  to  help  in  that. 

Mr.  Workman.  Well,  I  could  not  agree  with  you  more.  We  had 
a  conference  last  year  at  the  Chamber,  and  we  brought  about  150 
Chinese,  the  vice  Governors  of  eight  provinces,  the  Vice  Premier  of 
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China,  and  married  them  up  with  about  300  American  business 
people.  And  they  did  business  over  the  course  of  3  days. 

But  on  the  power  generation  issue,  just  to  deal  with  the  increase 
in  demand,  not  the  deficit  that  they  already  have,  but  the  increase 
in  demand  over  the  next  20  years,  they  have  to  install  every  year 
the  power  equivalent  of  New  England  in  China  just  to  keep  up 
with  the  increase. 

So  the  potential  for  business  obviously  is  there.  But  if  we  do  the 
right  kind  of  power  generation  plants,  with  the  right  kind  of  scrub- 
bers, we  can  also  deal  with  the  environmental  things.  And,  by  the 
way,  that  is  a  very  big  business  for  America. 

Mr.  Roth.  But  have  we  not  really  taken  ourselves  out  of  that 
market?  As  you  said,  in  the  next  20  years,  it  will  be  a  $50-billion 
market.  But  we  have  taken  ourselves — dealt  ourselves  out  of  the 
game,  and  the  French  and  the  Germans  and  others  are  in  it. 

Mr.  Workman.  We  are  not  doing  as  well  as  our  competitors,  I 
can  tell  you  that,  for  a  variety  of  reasons.  One  is  this  environ- 
mental concern  that  there  is  not  a  consensus  on.  The  second  is  our 
export  development  agencies,  if  you  will,  are  woefully  under-funded 
compared  to  our  competitors.  And  any  study  you  can  look  at  will 
tell  you  that. 

But  we  are  still  winning  some  contracts. 

Mr.  Roth.  I  appreciate  your  testimony.  I  appreciate  all  of  your 
testimony  here  today  and  I  know  the  time  is  getting  late  for  you, 
too. 

Mr.  Erickson  comes  from  my  part  of  the  country.  And  you  know, 
I  always  wanted  to  see  the  20th  century  be  the  American  century, 
but  I  want  the  21st  century  to  be  the  American  too.  But  we  are 
not.  We  are  just  dealing  it  away.  Everybody  today  is  talking  about 
the  21st  century  being  the  dragon  century,  you  know,  the  century 
of  China.  It  aggravates  me.  We  have  got  everything  here  and  we 
are  just  giving  it  away. 

We  should  have  the  trade  surplus  today,  not  the  trade  deficits. 
But  we  are  just  not  smart.  We  sit  around,  we  talk,  we  talk,  but  we 
do  not  do  a  damn  thing.  And  so  I  appreciate  people  like  yourself 
involved  in  the  game. 

Thank  you. 

Mr.  Workman.  Thank  you. 

Mr.  Bereuter.  Thank  you.  Chairman  Roth. 

Well,  the  ASA  is  very  optimistic,  apparently,  about  the  kinds  of 
funds  and  efforts  you  are  putting  into  China  and  the  Asia-Pacific 
region.  Maybe  we  will  make  the  21st  century  the  century  of  the 
Asia-Pacific  community,  of  which  we  are  a  part.  Right?  At  least  we 
hope  we  are. 

Related  to  the  conversation  and  questions  being  pursued  by  Mr. 
Roth,  we  have  heard  some  discussion  about  investment  codes,  the 
desirability  of  having  some  sort  of  an  investment  code.  Maybe  the 
experience  that  Enron  had  in  China  is  relevant  to  this  issue.  Ex- 
cuse me,  in  India. 

Mr.  Vaughn,  do  you  have  any  ideas  about  this  subject?  You  are 
an  engineer  or  at  least  you  represent  a  firm  that  has  a  lot  of  engi- 
neering responsibilities  and  capabilities. 

Mr.  Vaughn.  That  is  right.  Fluor  is  the  world's  largest  engineer- 
ing and  construction  company. 
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Yes.  If  our  clients  cannot  invest  abroad  and  feel  secure  in  their 
investment,  we  cannot  work — we  cannot  employ  engineers. 

I  think  it  is  naive  to  suggest  that  anyone  is  going  to  actually  in- 
vest based  just  on  a  non-binding  investment  code  developed  in 
APEC.  But  if  you  can  at  least  start  to  get  the  right  principles  on 
the  table,  get  people  moving  in  the  right  direction,  present  this  as 
a  floor,  not  a  ceiling,  I  think  that  this  can  go  a  long  way  toward 
preventing  situations  where  investors  just  do  not  feel  comfortable 
putting  their  money  in  these  fast-growing  economies  in  Asia. 

Mr.  Bereuter.  Do  you  want  to  contribute,  then  I  will  come  to 
you.  Dr.  Bergsten. 

Mr.  BODDE.  Yes.  Just  to  complement  what  Phil  Vaughn  just  said. 
I  think  we  had  a  problem  last  year  with  the  non-binding  invest- 
ment principles  in  APEC  for  a  number  of  reasons.  We  were  getting 
to  the  11th  hour  in  Indonesia,  and  the  United  States  was  holding 
out  the  stronger  principles.  The  question  was  would  you  wreck  the 
meeting  or  would  you  give  in?  The  United  States  gave  in  and  the 
principles  that  came  forth  were  very  weak,  weaker  than  some  that 
are  already  on  the  books.  That  made  everybody  unhappy,  especially 
American  businessmen. 

I  think  since  we  have  learned  a  lesson,  and  the  lesson  is  better 
no  agreement  than  agreeing  to  something  that  is  bad. 

I  think  the  hope  for  an  investment  code  in  Asia  is  growing  com- 
petition among  Southeast  Asia,  the  India  subcontinent  and  Latin 
America.  Investors  are  going  to  go  where  their  money  is  safe. 
Where  they  can  repatriate  profits.  Where  there  is  transparency. 

And  I  think  that  this  message  is  starting  to  dawn  on  the  Asians 
in  APEC.  But  it  is  a  message  we  have  to  keep  pressing. 

Mr.  Bereuter.  Thank  you. 

Dr.  Bergsten. 

Dr.  Bergsten.  In  this  year's  EPG  report,  per  the  request  to  us 
from  the  leaders  of  Bogor,  we  did  an  assessment  of  these  non-bind- 
ing investment  principles.  They  asked  us  to  assess  the  progress  of 
APEC.  This  was  the  first  concrete  step,  so  we  did  a  fairly  detailed 
assessment.  It  is  in  our  report.  And  we  concluded  that  the  cup  was 
half  full,  half  empty.  It  was  half  full  because  5  of  the  10  principles 
are  world-class  or  better.  And  one  might  say,  from  an  American 
perspective,  that  for  the  first  time  many  countries  in  the  region  did 
endorse  principles  such  as  non-discrimination,  national  treatment, 
and  the  like.  They  had  never  done  that  before. 

On  the  other  hand,  half  the  10  principles  are  not  up  to  snuff; 
they  need  to  be  improved  and  built  on.  So  we  recommended  very 
strongly  that  as  the  APEC  program  develops  over  the  next  few 
years,  the  principles  (a)  be  strengthened,  and  (b)  be  applied  by  the 
individual  member  countries  very  much  along  the  lines  Ambas- 
sador Bodde  laid  out.  I  espouse  a  principle  called  competitive  liber- 
alization. I  think  as  countries  around  the  world  compete  for  foot- 
loose investment  and  try  to  make  themselves  world-class  in  a  world 
economy,  they  will  have  to  do  that.  And  that  process  will  ratchet 
liberalization  up. 

But  APEC  needs  to  pursue  it,  needs  to  prod  it,  and  needs  to  push 
it  along. 

It  is  significant  that  the  Bogor  Declaration  calls  for  free  trade 
and  investment  by  a  date  certain.  This  is  the  first  international 
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agreement  in  history  where  political  leaders  have  called  for  a  free 
investment  policy.  They  never  did  in  the  GATT,  NAFTA,  or  any- 
where else.  So  the  leaders'  intentions  are  clear.  And  this  commit- 
ment must  be  implemented  in  an  evolutionary  way. 

There  was  a  start.  It  was  not  adequate,  but  I  think  over  the  next 
few  years,  pushed  hard,  certainly  by  the  United  States,  it  can 
evolve  into  something  that  will  be  quite  meaningful. 

Mr.  Bereuter.  Thank  you. 

I  would  like  your  help,  gentlemen,  explaining  why  the  concept  of 
comprehensiveness  is  currently  attempting  to  be  put  upon  the  table 
again  by  the  four  countries.  What  is  it  that  causes  them  to  think 
they  can  step  back  from  an  agreement  that  was  made  previously? 
Or,  is  there  some  dispute  whether  there  was  agreement?  Or,  was 
it  duress?  Or,  is  it  simply  because  it  is  the  host  country? 

Dr.  Bergsten.  I  could  take  a  crack  at  it.  As  in  all  trade  negotia- 
tions, domestic  politics  plays  a  very  big  role.  Both  Japan  and  Korea 
went  to  the  very  last  moment  of  the  Uruguay  Round  before  agree- 
ing to  the  agricultural  liberalization  in  the  WTO.  Both  of  them  got 
a  lot  of  domestic  grief  in  response.  In  Korea,  two  Cabinets  collapsed 
as  a  result  and  a  Prime  Minister  resigned.  The  political  impact  was 
not  quite  so  extensive  in  Japan,  but  there  was  a  lot  of  domestic 
hostility. 

Mr.  Bereuter.  And,  yet  they  apparently  agreed  to  the  com- 
prehensive concept  in  Bogor. 

Dr.  Bergsten.  Yes.  My  point  is  that,  because  of  domestic  opposi- 
tion, they  have  to  posture  for  at  least  a  while  going  into  Osaka  that 
they  are  trying  to  protect  those  interests  while  knowing,  at  least 
in  the  Japanese  case,  that  a  compromise  will  be  necessary.  I  dis- 
cussed this  in  my  statement. 

The  greater  difficulty  may  turn  out  to  be  Korea.  In  Korea,  the 
agricultural  sector  is  still  fairly  significant,  accounting  for  more 
than  15  percent  of  the  economy.  In  Japan,  there  will  literally  be 
no  rice  growers  left  to  protect  in  the  year  2010.  Demographics  show 
this.  They  should  therefore  have  no  problem  accepting  free  trade 
in  rice  by  2010.  Their  problem  is  saying  so  in  1995. 

A  word  about  China.  I  do  not  think  China's  problem  is  really  ag- 
riculture. They  want  a  general  flexible  implementation  principle, 
partly  because  they  are  genuinely  uncertain  as  to  what  liberaliza- 
tion of  that  huge  economy  is  going  to  mean  and  partly  because  they 
want  to  protect  their  infant  industries. 

So  although  agriculture  is  not  really  what  they  have  in  mind,  the 
Chinese  have  jumped  on  the  agriculture  bandwagon  to  loosen  the 
general  liberalization  rules.  As  I  suggested  before,  a  safeguard 
mechanism  is  really  what  they  need,  and  they  would  likely  agree 
to  this  solution. 

In  sum,  safeguards  would  assuage  China,  Japan  will  com- 
promise, and  Korea  is  still  a  source  of  concern. 

Mr.  Bereuter.  OK.  I  must  say,  I  had  an  interesting  experience 
in  August  where  I  was  at  a  political  event  in  the  backyard  of  an 
aspiring  Member  of  the  Assembly,  and  the  whole  audience  of  his 
constituency  were  apple  growers.  And,  they  were  asking  me — I  was 
there  taking  Q  and  A — why  it  is  that  Americans  were  Keeping  out 
Korean  apples.  You  know,  of  course  we  do  not.  And  we  produce 
them  a  third  less  expensively  than  they  do,  but  they  had  the  per- 
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ception  that,  in  fact,  we  were  keeping  out  their  apples.  So  I  had 
some  feehng  on  how  vehemently  the  Korean  farmer  feels  about 
their  product.  It  reminded  me  of  being,  I  suspect,  in  a  district  in 
Washington  State  a  few  years  ago. 

Ambassador. 

Mr.  BODDE.  I  think  you  have  to  keep  in  mind,  Mr.  Chairman, 
that  Bogor  was  very  good  rhetoric  about  broad  principles.  Now  you 
are  getting  to  the  tougher  part,  the  details.  APEC  members  have 
to  sit  down  and  make  tough  commitments.  When  they  do  that, 
there  are  a  lot  of  people  at  home  who  are  going  to  be  tugging  at 
their  sleeves  saying,  "That  was  fine  talk  but  was,  in  fact,  only  talk 
and  you  should  do  nothing  that  will  hurt  your  own  industries." 

One  of  the  real  virtues  of  having  the  leaders  meeting  is  you  can 
get  them  to  do  those  tough  things  easier  than  you  get  the  bureau- 
crats to  do  them. 

I  remember,  and  I  think  Fred  would  bear  this  out,  that  in  Seattle 
the  ministers  were  not  quite  as  enthusiastic  about  the  EPG  report. 
It  was  not  until  the  EPG  report  went  to  the  leaders  and  they  en- 
dorsed it.  I  think  you  will  see  the  same  thing  happen  at  Osaka.  I 
think  what  will  happen  is  that  the  Japanese  leader  sitting  there 
with  everybody  saying  you  have  to  move  on  this,  will  be  our  best 
chance  of  getting  it  through.  You  would  never  get  it  through  the 
bureaucracy  if  you  depended  on  a  bottom-up  sort  of  approach. 

Mr.  Bereuter.  Well,  it  is  good  we  are  sitting  there  with  Hong 
Kong  and  Singapore,  for  example,  as  allies  on  this  issue. 

Mr.  BoDDE.  And  Indonesia.  One  of  the  best  things  to  happen  to 
APEC  in  its  6  years  was  the  conversion  of  President  Suharto  to 
free  trade.  It  is  not  unanimous  in  Indonesia,  but  we  have  the  key 
man  in  support  of  free  trade. 

Mr.  Bereuter.  They  are  playing  an  important  role.  It  is  very 
underemphasized. 

Anyone  else  care  to  comment  on  this  question? 

We  are  joined  by  the  chairman  of  the  full  committee,  Congress- 
man Ben  Oilman  of  New  York. 

Welcome,  Chairman  Oilman.  Is  there  anything  that  you  would 
like  to  say? 

Mr.  Oilman.  Thank  you,  Mr.  Chairman,  and  I  just  want  to  wel- 
come the  panelists  to  our  committee,  and  I  want  to  thank  you  for 
conducting  a  very  important  issue  hearing  as  we  approach  Osaka, 
and  I  think  the  Congress  should  more  fully  understand  what  the 
issues  are  and  through  efforts  such  as  these  make  all  that  informa- 
tion available. 

I  assume  you  have  asked  the  question,  but  I  guess  it  is  Dr. 
Bergsten  who  is  mostly  involved. 

Are  you  optimistic  that  we  will  accomplish  some  good  at  that 
conference? 

Dr.  Bergsten.  Oh,  yes.  I  think  the  conference  will  be  successful 
and  it  will  move  the  process  forward.  The  question  is  how  success- 
ful and  whether  it  maintains  the  momentum  from  the  Seattle  and 
Bogor  summits.  There  are  really  two  problems,  as  I  said.  One  is 
maintaining  the  principle  of  comprehensive  coverage  of  the  trade 
package.  But  the  other  is  whether  the  United  States  will  pull  its 
weight.  And  in  my  statement,  I  expressed  some  doubts  that  at  this 
point  the  United  States  is  pulling  its  weight.  It  seems  to  be  going 
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to  Osaka  with  a  fairly  reticent  posture.  It  is  making  no  meaningful 
contribution  to  the  down  payment — that  is,  the  immediate  liberal- 
ization steps — and  it  is  sticking  to  some  fairly  legalistic,  narrow  po- 
sitions on  some  procedural  issues.  I  do  not  want  to  see  the  United 
States  charged  with  backing  away  from  its  earlier  full  support  or 
even  risk  being  blamed  for  a  less  than  optimal  outcome. 

I  urge  the  committee  to  supplement  its  recent  pressure  on  the 
Administration  to  stand  firm  on  comprehensiveness  and  to  be  a  lit- 
tle more  proactive  in  its  own  positions.  I  have  suggested  two  or 
three  areas  where  the  United  States  can  make  contributions  with- 
out domestic  harm,  legislative  authority,  or  any  pain.  I  do  not  quite 
understand  why  they  are  not  doing  these  things,  and  I  hope  in  this 
last  week  you  will  give  them  a  push. 

As  Ambassador  Bodde  noted,  the  leaders  have  led  before.  I  think 
they  will  do  it  again.  But  some  push  from  all  of  you  to  maintain 
U.S.  leadership  at  Osaka  would  be  very  well  taken. 

Mr.  Oilman.  Well,  Dr.  Bergsten,  who  is  in  charge  of  that  policy 
in  the  Administration? 

Dr.  Bergsten.  Fortunately  the  President  has  been  very  person- 
ally engaged  in  both  Seattle  and  Bogor.  As  Ambassador  Bodde  said, 
it  was  only  with  the  participation  of  the  heads  of  State  that  APEC 
has  done  what  it  has  done.  The  annual  summits  are  an  enormous 
procedural  innovation  that  keeps  the  process  going.  Neither  the  bu- 
reaucrats nor  even  the  ministers  take  the  big-picture  vision  that 
the  heads  of  State  do.  Even  now,  as  we  enter  into  the  implementa- 
tion phase,  they  are  not  fully  and  faithfully  carrying  forward  the 
vision  of  the  leaders.  I  think  the  leaders  will  succeed,  but  a  push 
to  make  sure  that  we  are  there  to  be  counted  would  be  very  impor- 
tant. 

Mr.  Oilman.  Well,  who  is  the  President's  advisor  on  this? 

Dr.  Bergsten.  Practically  the  whole  Cabinet  is  involved  in 
APEC.  But  the  key  people  are  Ambassador  Kantor,  because  many 
of  these  are  trade  issues,  and  Secretary  Christopher,  because  these 
are  foreign  policy  issues. 

When  the  two  subcommittees  sent  the  letter — I  know  you  signed 
it — on  October  25,  it  was  to  those  two  gentlemen.  I  think  they  are 
the  key  advisors.  In  addition,  of  course,  both  the  National  Security 
Council  and  the  National  Economic  Council  within  the  White 
House  are  staffing  the  preparation  for  Osaka.  They  are  key  partici- 
pants and  will  be  attending  the  meetings  at  Osaka  and  then  the 
bilateral  summit  with  Japan  the  next  day. 

So  I  think  you  could  also  approach  them  profitably. 

Mr.  Oilman.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Bereuter.  Thank  you  very  much. 

I  will  just  close  by  reminding  you  of  Mr.  Faleomavaega's  question 
to  Under  Secretary  Spero.  He  was  raising  the  question  about  child 
labor  issues. 

I  am  not  quite  sure,  and  I  do  not  want  to  put  words  in  his 
mouth,  but  it  seemed  to  me  that  it  was  coming  from  the  direction 
of  saying,  "What  is  our  responsibility  in  this  country?"  Because 
some  of  these  are  American  or  multinational  corporations  that 
seem  to  have  an  American  identity  at  least. 
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And,  it  would  occur  to  me  that  APEC  would  serve  as  a  logical 
forum,  eventually  addressing  this  problem  by  causing  the  member 
countries  to  upgrade  their  standards.  But,  to  reach  extra-terri- 
torially  by  attempting  to  do  any  more  than  simply  encouraging  our 
American  corporations  or  quasi-American  corporations,  is  a  step  too 
far. 

Encouragement,  fine,  but  I  do  remember  being  in  Brazil,  and 
they  were  haranguing  me  about  American  firms'  participation  in 
what  they  considered  to  be  an  environmentally  destructive  project 
area.  And,  I  thought,  wait  a  minute,  is  there  not  a  complete  dis- 
connect here?  Why  is  it  not  the  responsibility  of  the  Brazilians  to 
change  their  laws  if  they  are  so  concerned  about  it,  as  opposed  to 
expecting  us  to  do  something  extra-territorially  with  firms  that  are 
at  least  nominally  American  firms? 

Is  APEC  a  logical  place  for  us  to  give  encouragement  on  issues 
like  this  to  the  member  countries? 

Mr.  BODDE.  I  was  just  going  to  say.  Remember  APEC  is  still  a 
baby  and  there  is  only  so  much  luggage  and  baggage  you  can  put 
on  it  or  it  will  not  keep  going.  We  talk  about  APEC  not  doing 
enough.  There  are  some  real  issues  out  there.  Environment  is  one 
of  them.  Child  labor. 

Mr.  Bereuter.  Are  we  looking  10  years  down  the  road,  15,  5,  or 
4? 

Mr.  BoDDE.  I  would  like  to  see  us  move  in  the  direction  of  accom- 
plishing some  of  the  things,  through  economics  and  trade.  I  think 
that  as  these  countries  develop  more,  they  will  improve  their 
standards  on  child  labor  or  environment. 

I  am  just  saying  it  will  take  place  down  the  road,  because  if  you 
load  all  that  up  on  APEC  now,  it  just  won't  make  it. 

Mr.  Bereuter.  Mr.  Workman,  I  thought  you  said 

Mr.  Workman.  Well,  I  was  just  thinking  that  of  course  you  can 
discuss  it.  You  can  raise  the  issue  at  an  APEC,  but  APEC  is  Asia- 
Pacific  Economic  Cooperation.  There  are  other  organizations  that 
have  been  around  for  a  long  time  that  can  and  should  be  used. 
There  is  the  International  Labor  Organization.  It  goes  back  to  the 
old  League  of  Nations.  There  is  a  number  of  U.N.  agencies.  To  al- 
ways keep  bringing  it  back  to  the  economics  and  oack  to  quite 
frankly  business,  and  we  are  always  troubled  when  any  adminis- 
tration comes  up  with  this  concept  of  a  single  uniform  code  of  con- 
duct for  business  as  if  business  was  a  monolith. 

And  I  thought  it  was  rather  amusing.  Under  Secretary  Spero  was 
talking  about  the  code  of  conduct  that  this  Administration  has 
come  up  with.  They  only  have  about  40  companies  that  have  adopt- 
ed it.  Most  American  companies  operating  overseas  already  have 
their  own  specific  tailored  business  policies  that  they  follow. 

So  I  think  we  ought  to  reinvigorate  our  effort  to  use  the  ILO. 
Yes,  you  are  hearing  that  from  the  U.S.  Chamber  of  Commerce. 
And  I  think  we  ought  to  look  into  perhaps  reforming  some  of  the 
U.N.  agencies  that  have  been  tasked  with  doing  this  for  well  over 
25  or  30  years. 

Mr.  Bereuter.  We  could  have  fast  track  for  Chile,  and  Chile  is 
on  its  way  to  membership  of  NAFTA  without  the  Administration's 
insisting  on  tying  labor  and  environmental  issues  into  that.  That 
is,  of  course,  what  is  keeping  the  fast  track 
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Mr.  Workman.  Absolutely. 

Mr.  Bereuter  [continuing],  issue  from  being  resolved  here.  The 
votes  are  here  to  approve  a  Chile  in  NAFTA.  There  is  no  doubt 
about  it.  It  was  easier  to  do  that  than  it  would  be  to  bring  Mexico 
in. 

Mr.  Workman.  It  is  amazing  to  me  why  this  Administration  is 
unwilling  to  accept  basically  tne  same  fast-track  negotiating  au- 
thority that  a  Democratic  Congress  gave  President  Reagan  in  1988. 
There  is  a  disconnect  logically  here  where  maybe  this  is  not  about 
logic. 

Mr.  Bereuter.  Mr.  Chairman,  I  am  about  ready  to  wind  up  un- 
less you  have  another  question.  ^ 

Mr.  Oilman.  Just  one  question. 

In  the  event  the  President  is  tied  up  here  in  Washington  with 
the  budgetary  problems,  who  will  head  the  delegation? 

Mr.  BODDE.  Secretary  Christopher  I  would  assume. 

Dr.  Bergsten.  No,  no.  It  should  be  the  Vice  President.  If  the 
President  cannot  go,  and  that  would  be  very  costly,  I  think  the  only 
alternative  is  to  send  the  Vice  President. 

Mr.  Oilman.  All  right.  We  will  make  certain  that  that  is  taken 
care  of,  Dr.  Bergsten. 

Mr.  Bereuter.  Perhaps  we  can  send  the  President  and  Senator 
Dole  and  Speaker  Oingrich  all  together.  It  will  be  a  long  plane  ride 
over  and  probably  we  would  work  out  things. 

Dr.  Bergsten.  We  hope  they  will  talk  more  on  this  plane  ride 
than  they  did  on  the  last  plane  ride. 

Mr.  Oilman.  Yes,  good  thought. 

Mr.  Bereuter.  Gentlemen,  thank  you  very  much  for  coming  and 
giving  us  your  time  and  testimony.  We  appreciate  it  very  much. 

This  hearing  is  adjourned. 

[Whereupon,  at  4:12  p.m.,  the  subcommittees  were  adjourned.] 
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Statement  by  the  Honorable  Toby  Roth,  Chairman 

Subcommittee  on  International  Economic  Policy  and  Trade 

Hearing  on  the  Asia  Pacific  Economic  Cooperation  Forum 

November  9,  1995 

LET  ME  JOIN  IN  WELCOMING  OUR  WITNESSES  TODAY.    IT  IS  NOT  AN 
OVERSTATEMENT  THAT  OUR  FUTURE  ECONOMIC  GROWTH  DEPENDS  ON  OUR 
TRADE  RELATIONS  WITH  THE  PACIFIC  REGION.    IN  1994,  60  PERCENT  OF  OUR 
TRADE  --  BOTH  IMPORTS  AND  EXPORTS  --  WAS  WITH  COUNTRIES  IN  THE 
PACIFIC  REGION. 

BUT  THE  COUNTRIES  IN  APEC  ARE  CAUSING  SOME  OF  OUR  TOUGHEST 
TRADE  PROBLEMS.   THE  APEC  COUNTRIES  WERE  RESPONSIBLE  FOR  70%  OF 
OUR  $166  BILLION  MERCHANDISE  DEFICIT  LAST  YEAR. 

SO  THE  BOTTOM  LINE  IS  THAT  WE  CANNOT  MAKE  PROGRESS  ON  OUR 
TRADE  DEFICIT  UNLESS  THE  APEC  NATIONS  ADOPT  FUNDAMENTAL  CHANGES 
IN  THEIR  TRADE  PRACTICES.    OTHERWISE,  OUR  DEFICIT  WILL  CONTINUE  TO 
GET  WORSE. 

IT  SEEMS  TO  ME  THAT  WE  HAVE  TO  PROCEED  ON  TWO  TRACKS:  BOTH 
BI-LATERALLY  AND  MULTI-LATERALLY.    ONE  BY  ONE,  WE  HAVE  TO  TAKE  ON 
THE  INDIVIDUAL  GOVERNMENTS,  SUCH  AS  JAPAN  AND  KOREA.    WE  ARE 
DOING  THAT,  AND  I  APPLAUD  AMBASSADOR  KANTOR  FOR  HIS  AGGRESSIVE 
AGENDA. 

BUT  THE  OBSTACLES  TO  BALANCED  TRADE  IN  ASIA  WILL  BE  ENDLESS 
UNLESS  THE  REGION  ADOPTS  A  WHOLE  NEW  CULTURE  OF  OPEN,  FAIR  TRADE 
PRACTICES.   THAT  BRINGS  US  TO  APEC  AND  TO  THIS  HEARING. 

SO  FAR,  THE  DISCUSSIONS  IN  APEC  HAVE  HELD  OUT  GREAT  PROMISE. 
BUT  APEC  HAS  NOT  YET  PRODUCED  CONCRETE  RESULTS. 

THEREFORE,  I  COME  TO  THIS  HEARING  WITH  A  BASIC  QUESTION:  WILL 
APEC  DRIFT  ALONG  AS  JUST  ANOTHER  DEBATING  FORUM,  OR  CAN  WE  USE 
THIS  ORGANIZATION  TO  ACHIEVE  REAL  RESULTS?   NEXT  WEEK'S  MEETING  IN 
OSAKA  IS  A  REAL  TURNING  POINT  FOR  APEC. 

EITHER  THE  APEC  NATIONS  BEGIN  TO  MAKE  GOOD  ON  THEIR  PAST 
PROMISES  OF  MORE  OPEN  TRADE,  OR  APEC  WILL  BEGIN  TO  SLIP  INTO  THE 
BACKGROUND  AND  BECOME  UNIMPORTANT. 

I  LOOK  FORWARD  TO  THE  EXPERT  TESTIMONY  ON  THIS  FUNDAMENTAL 
ISSUE. 

(35) 
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APEC  :  A  CHANCE  FOR  FURTHER  PROGRESS  ON  TRADE  LIBERALIZATION 

Opening  Statement 

Rep.  Howard  L.  Berman 
November  9,  1 995 

o  Chairman  Bereuter  is  to  be  complimented  for  tiie  dedication  he 
brings  to  pushing  the  apec  goal  of  trade  liberalization. 

o  I  join  with  Mr.  Bereuter  in  expressing  my  distress  over  recent 
reports  of  backsliding  by  Japan  and  other  nations  on  commitments 
made  at  the  1994  meeting  in  Indonesia  to  implement  a  free  trade  zone 
by  2010. 

o  The  letter  we  sent  to  Ambassador  Kantor  in  October, 
indicating  our  concern  that  the  upcoming  Osaka  APEC  summit  would 
not  address  trade  liberalization  for  certain  key  sectors,  especially 
agriculture,  remains  a  valid  issue  although  we  are  on  the  eve  of  the 
Osaka  meeting. 

o  The  1994  Bogor  Declaration  gave  APEC  a  vision  for  the  future, 
a  goal  of  free  and  open  trade. 

o  we  are  now  looking  at  Osaka  to  put  meat  on  the  bones  of 
Bogor. 

o  An  Action  Agenda  should  be  established  setting  forth  general 
principles  to  achieve  Bogor's  free  trade  goals. 

o  Since  its  inception  six  years  ago,  APEC  has  been  in  frequent 
danger  of  becoming  little  more  than  another  forum  for  trans-Pacific 
"schmoozing."  However,  the  Clinton  Administration  has  worked 
assiduously  to  evade  that  danger.  President  Clinton  first  suggested 
that  the  annual  meetings  be  raised  to  the  summit  level. 

o  Should  the  Osaka  summit  fail  to  embrace  serious  trade 
liberalization  measures,  I  think  that  will  be  taken  here  as  a  sign  that 
APEC  need  no  longer  be  given  important  consideration. 

o  I  hope  that  does  not  occur,  l  look  forward  to  hearing  from  our 
distinguished  panel  of  witnesses  as  to  how  they  see  APEC  evolving. 
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STATEMENT  OF  THE  HONORABLE  DONALD  MANZULLO 

BEFORE  THE  SUBCOMMITTEES  ON  INTERNATIONAL 

ECONOMIC  POLICY  AND  TRADE  AND  ON  THE 

ASIA  AND  THE  PACIFIC  OF  THE 

HOUSE  INTERNATIONAL  RELATIONS  COMMITTEE 

"ASIA-PACIFIC  ECONOMIC 
COOPERATION  OR  CONFRONTATION" 

November  9,  1995   2:00PM  in  Room  2172  RHOB 

Mr.  Chairmen,  I  welcome  opportunity  to 
hear  from  the  witnesses  here  before  us  today. 
I  commend  you  for  hold  this  hearing  on  this 
timely  subject,  especially  as  our  Pacific  rim 
government  trade  leaders  will  soon  meet  in 
Osaka,  Japan  to  discuss  further  ways  to  open 
up  trade  opportunities  among  our  countries. 

Over  60  percent  of  global  commerce  takes 
place  in  the  Asia-Pacific  rim.   The  top  four 
"Big  Emerging  Markets"  identified  by  the 
Clinton  Administration  as  the  largest  growing 
potential  destinations  for  U.S.  exports  are 
in  Asia  —  China,  Indonesia,  India,  and  South 
Korea. 
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How  we  handle  those  relationships  are 
critically  important,  especially  as  part  of 
the  newly  emerging  Asia-Pacific  Economic 
Cooperation  (APEC)  process. 

That's  why  I  am  particularly  disturbed 
at  recent  trends  in  Clinton  Administration 
decisions  on  export  promotion  policies. 

First,  on  September  22,  an  interagency 
National  Security  Council  (NSC)  working  group 
issued  a  memorandum  to  the  Export-Import  Bank 
of  the  U.S.  (Ex-Im)  informing  them  that  they 
should  "refrain"  from  offering  U.S. 
government  financing  assistance  to  U.S. 
companies  wishing  to  sell  their  goods  and 
services  to  China  to  construct  the  largest 
public  works  project  in  the  world  —  the 
Three  Gorges  Dam  on  the  Yangtze  River. 
Because  U.S.  companies  will  not  be  able  to 
receive  lower  rate  Ex-Im  Bank  credits, 
foreign  competitors  will  win  those  contracts 
with  financial  backing  from  their  home 
country  export  financing  agency. 
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It  appears  that  a  small  cadre  of 
Administration  officials  outside  of  the  Trade 
Promotion  Coordinating  Committee  (TPCC) 
process,  who  have  little  or  no  business 
experience,  have  hijacked  our  nation's  trade 
promotion  agenda  to  impose  their  own  personal 
points  of  view  on  our  nation's  exporters. 

Normally,  the  TPCC  is  chaired  by 
Commerce  Secretary  Ron  Brown  and  Ex-Ira  Bank 
Chairman  Kenneth  Brody.   Yet,  several 
Administration  officials  with  close  ties  to 
the  more  extreme  elements  of  the 
environmental  movement  were  able  to  do  an 
"end-run"  around  the  TPCC  through  the  NSC 
with  very  little  input  from  an  exporters 
point  of  view. 

The  Three  Gorges  dam  project,  like 
almost  every  other  major  public  works  project 
even  in  this  country,  has  controversy.   But 
the  dam  will  prevent  massive  loss  of  life 
along  the  Yangtze  River  with  no  more  floods. 
It  will  also  produce  "clean"  hydropower 
equivalent  to  18  nuclear  power  plants. 
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Second,  on  November  2,    the  Overseas 
Private  Investment  Corporation  (OPIC) ,  which 
provides  long-term  political  and  commercial 
risk  insurance  to  American  investments 
overseas,  decided  to  cancel  backing  for  the 
largest  single  American  investor  in 
Indonesia,  Freeport  McMoran  Copper  and  Gold 
of  New  Orleans,  based  again  on  environmental 
concerns.   Freeport  McMoran  has  pumped  more 
than  $2  billion  into  the  Grasberg  Mine,  which 
contains  the  world's  largest  known  deposit  of 
gold.   Now,  this  investment  is  at  risk. 

Again,  as  with  all  mines,  there  are 
controversies.   But  will  it  help  the 
environment  in  Indonesia  if  the  American 
presence  was  withdrawn?   No!   Foreign 
competitors,  with  less  sensitivity  to  the 
environment,  would  gladly  take  our  place  to 
mine  22  million  ounces  of  gold. 

What  disturbs  me  about  these  decisions 
is  the  process.   Not  only  does  the  TPCC 
process  appear  to  be  circumvented  but  there 
weren't  any  consultations  with  the  private 


41 


PAGE  5 

sector  industry  advisory  groups  on  the 
business  implications  of  these  decisions  to 
unilaterally  withdraw  U.S.  government  export 
assistance  to  these  projects. 

I  am  particularly  interested  in  learning 
what  role  Joan  Spero  played  in  any  of  these 
decisions  and  those  who  are  here  before  us 
today  representing  the  private  sector.   I'm 
sure  if  the  NSC  had  consulted  with  the  groups 
like  the  U.S.  Chamber  of  Commerce,  the 
Pacific  Basin  Economic  Council  or  the  Pacific 
Business  Forum,  they  would  have  found  out 
that  this  new  change  in  policy  would  have 
only  created  business  opportunities  for  our 
trade  competitors,  which  subtracts  from  job 
growth  here  at  home.   They  would  have 
reminded  the  NSC  about  the  harmful  domestic 
economic  repercussions  of  the  Soviet  grain 
embargo  and  the  Soviet  pipeline  fiasco,  where 
America  was  more  hurt  than  the  former  Soviet 
Union  by  these  unilateral  trade  embargoes. 
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In  the  Three  Gorges  Dam  project. 
Caterpillar  Tractor  of  Peoria,  Illinois 
estimates  that  they  could  lose  as  much  as 
$200  million  in  sales  over  the  project's 
life.   Another  Illinois-based  company,  Rotec 
Industries,  would  lose  a  minimum  of  $100 
million  on  contracts  for  concrete  placing 
equipment.   That's  about  4,000  Illinois  jobs 
that  either  will  not  be  created  or  are 
presently  at  risk. 

And  the  ripple  effect  goes  way  beyond 
the  firms  directly  competing  for  these 
contracts.   There  are  numerous  other 
companies,  many  of  them  small  firms,  that  are 
secondary  suppliers  to  these  manufacturers. 
T.C.  Industries  of  Crystal  Lake  located  in 
the  16th  District  of  Illinois,  is  one  such 
example.   They  provide  blade  tips  to 
Caterpillar.   If  this  proposed  sale  does  not 
go  through,  T.C.  Industries  may  not  be  aware 
why  supply  orders  have  dropped  from 
Caterpillar  because  of  this  lost  export 
opportunity. 
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Thus,  the  Clinton  Administration  is 
surrendering  export  opportunities  to  foreign 
competitors  just  to  please  one  of  their  core 
constituencies  oblivious  to  domestic  economic 
concerns.   Just  as  the  former  Soviet  Union 
was  able  to  buy  grain  from  other  sources  in 
1980,  China  and  Indonesia  will  not  be 
deterred  by  our  "de  facto"  unilateral 
embargo.   And,  we  all  thought  Bill  Clinton 
would  focus  on  the  economy  like  a  laser  beam. 

Neither  the  Three  Gorges  Dam  nor  the 
Grasberg  Mine  projects  will  be  stopped  by  a 
lack  of  American  government  participation. 
Other  foreign  companies  will  win  those 
contracts,  and  they  may  not  be  as  sensitive 
to  the  environment  or  human  rights  as 
American  business  firms.   The  only  result 
from  this  new  deviation  in  trade  policy  will 
be  lost  American  sales  and  jobs  to  our  fierce 
economic  competitors  in  Europe  and  Asia. 
It's  time  to  reverse  this  decision  and  put 
American  trade  policy  back  on  track. 
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I  welcome  the  testimony  of  our 
witnesses,  and  I  would  especially  appreciate 
any  insight  they  could  give  the  Subcommittee 
on  their  role  in  these  two  decisions.   Thank 
you,  Mr.  Chairmen. 
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JOAN  EDELMAN  SPERO 

UNDER  SECRETARY  OF  STATE 

FOR  ECONOMIC,  BUSINESS  AND  AGRICUI.TURAI.  AFFAIRS 


Joan  Edelman  Spero  waa  sworn  in  as  Under  Secretary  of  State  for  Economic. 
Business  and  Agricultural  Affairs  on  April  2, 1993.  Mrs.  Spero's  former 
government  service  was  as  United  States  Ambassador  to  tne  Economic  and  Social 
CouncU  of  the  United  Nations  from  1980  to  1981.  In  that  role,  she  formulated  and 
executed  United  States  policies  on  economic  and  social  issues  at  the  world 
organization  and  served  as  senior  economic  adviser  to  the  U.S.  Ambassador  to  the 
United  Nations,  Donald  F.  McHenry. 

Before  joining  the  Department  of  State  in  1993,  Mrs.  Spero  was  Executive  Vice 
President  of  Corporate  Affairs  and  Communications  of  American  Express  Compziny 
and  a  member  of  the  firm's  Corporate  Planning  and  Policy  Committee.   Her 
responsibUities  included  managing  American  Express'  corporate  and  employee 
communications,  world-wide  government  relations,  the  company's  philanthropic 
and  cultural  programs  and  its  consumer  affairs  and  public  responsibility  units. 
Mrs.  Spero  served  with  American  Express  for  twelve  years,  beginning  as  Vice 
President.  Strategic  Planning. 

Mrs.  Spero  taught  for  six  years  at  Columbia  University  in  the  late  seventies 
and  has  written  and  lectured  widely  on  international  economic  issues,  including 
international  monetary  problems,  energy  and  Third  World  relations    She  is  the 
author  of  The  Politics  of  International  E^nomic  Relations  and  The 
Failure  of  the  Franklin  National  Bank:   Challenge  to  the 
International  Banking  System. 

Mrs.  Spero  graduated  with  honors  from  the  University  of  Wisconsin,  where 
she  was  elected  to  Phi  Beta  Kappa.  She  holds  a  Ph.D.  in  political  science  from 
Columbia  University.  She  also  studied  at  the  Institut  d'Etudes  Pohtiques  in  Paris 
and  speaks  fluent  French. 

Active  in  professional  associations  in  foreign  affairs  smd  economics,  Mrs.  Spero 
is  a  member  of  the  Council  on  Foreign  Relations  and  the  Council  of  American 
Ambassadors  and  serves  on  the  Board  of  Trustees  at  Amherst  College  in 
Massachusetts.  She  is  married  to  C.  Michael  Spero,  a  New  York  attorney.  They 
have  two  sons,  Jason  and  Benjamin. 
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JOAN  E.  SPERO 

UNDER  SECRETARY  OF  STATE  FOR  ECONOMIC, 
BUSINESS,  AND  AGRICULTURAL  AFFAIRS 

DEPARTMENT  OF  STATE 

TESTIMONY  BEFORE  THE 
HOUSE  INTERNATIONAL  RELATIONS  COMMITTEE 

SUBCOMMITTEES  ON  ASIA  AND  THE  PACIFIC  AND 
INTERNATIONAL  ECONOMIC  POLICY  AND  TRADE 

NOVEMBER  9,  19  9  5 


I  appreciate  this  opportunity  to  talk  with  you  about  the 
Asia  Pacific  Economic  Cooperation  forum  —  APEC  --,  about  U.S. 
leadership  in  APEC,  and  about  the  status  of  the  negotiations  on 
an  Action  Agenda  which  will  be  adopted  by  APEC's  leaders  at 
their  meeting  next  week  in  Osaka. 

Since  the  leaders  last  met  in  Bogor,  Indonesia  last 
November,  we  have  made  significant  progress  toward  developing 
the  Action  Agenda  to  implement  their  decision  to  achieve  the 
goal  of  free  trade  and  investment  in  the  region  by  2010  and 
2020.   As  you  are  aware,  there  are  still  a  few  difficult  issues 
that  will  need  to  be  resolved  in  Osaka,  and  I  would  like  to 
address  those  with  you.   First,  though,  let  me  review  why  APEC 
is  important  to  the  United  States  and  this  nation's  ability  to 
compete  and  to  prosper  in  an  increasingly  integrated  world 
economy. 

APEC  in  Our  Broader  Strategy 

Access  to  the  markets  of  the  Asia-Pacific  region  is 
critical  to  our  economic  well-being.   The  18  members  of  APEC 
represent  half  the  world's  people  and  annual  economic  output. 
It  includes  the  world's  three  largest  economies  and  six  of  the 
world's  top  ten  traders.   By  the  end  of  the  century,  one  half 
of  world  trade  will  take  place  in  this  region.   It  is  growing 
faster  than  any  other  region  in  the  world.   This  is  creating 
hundreds  of  millions  of  middle-class  consumers.   The  needs  for 
capital  goods  and  infrastructure  equipment  are  enormous. 

APEC's  members  include  our  three  largest  bilateral  trading 
partners  --  Canada,  Japan,  and  Mexico.   Already  one  third  of 
U.S.  exports,  supporting  over  2.0  million  jobs,  are  bound  for 
markets  in  East  Asia.   More  U.S.  goods  and  services  flow  across 
the  Pacific  than  to  any  other  region  in  the  world.   According 
to  one  estimate,  increasing  our  market  share  by  only  one 
percent  could  create  300,000  jobs. 
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APEC  also  anchors  us  in  a  region  where  we  have  profound 
political  and  security  interests.   We  have  fought  three  wars 
there  in  the  last  half  century.   While  relationships  among  the 
major  powers  in  the  Pacific  are  more  stable  than  at  any  time 
this  century,  managing  these  relationships  remains  a  key 
challenge  for  U.S.  foreign  policy. 

To  meet  the  aspirations  of  the  American  people  for  a  more 
peaceful  and  prosperous  future,  we  must  remain  vigorously 
engaged  in  the  Asia-Pacific.   We  need  to  position  ourselves  to 
benefit  from  the  changes  that,  as  President  Clinton  noted  in 
Seattle  two  years  ago,  have  transformed  the  economies  of  this 
region  from  dominoes  to  dynamos.   We  are  seeking  to  shape  -- 
and  ensure  that  we  are  able  to  benefit  from  —  that  change  in 
three  principal  ways. 

First,  we  are  building  and  modernizing  the  multilateral 
economic  architecture,  the  centerpiece  of  which  is  the  World 
Trade  Organization.   The  WTO  provides  the  foundation  for  an  - 
open  global  trading  system  in  which  the  economies  of  the 
Pacific  Rim  and  in  the  rest  of  the  world  can  flourish. 

Second,  we  are  pursuing  bilateral  initiatives.   With  Japan, 
we  continue  to  pursue  the  U.S. -Japan  Framework  talks,  which  led 
to  the  recent  autos  agreement  and  to  19  other  market-opening 
accords  in  the  last  two  years,  a  record  we  are  proud  of.   With 
China,  we  are  having  discussions  on  market  access  and  IPR. 
With  Korea,  Taiwan,  and  the  members  of  ASEAN,  we  carry  out 
formal  economic  dialogues  designed  to  open  markets  to  our  goods 
and  services.   And  throughout  the  region,  we  make  full  use  of 
our  trade  laws,  when  we  need  to. 

Finally,  we  are  working  through  APEC  to  open  markets  on  a 
regional  basis.   Like  our  work  on  a  Free  Trade  Area  of  the 
Americas  in  this  hemisphere,  APEC  gives  us  an  important 
regional  tool  to  level  the  playing  the  field  for  our  exporters 
and  investors.   It  complements  efforts  to  strengthen  the 
multilateral  system.   And  it  encourages  countries  competing  in 
the  worldwide  race  for  capital  and  technology  to  open  up  their 
economies  even  further. 

APEC's  Value-Added  for  Business 

APEC  has  come  a  long  way  since  the  first  ministerial 
meeting  took  place  in  Australia  six  years  ago.   What  started  as 
a  forum  for  an  annual  dialogue  has  emerged  as  a  major  catalyst 
for  trade  and  investment  liberalization,  growth,  and 
integration  in  this  critical  region. 
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But  I  would  also  like  to  tell  you  what  APEC  is  not .   It  is 
not  another  big,  new  governmental  organization.   APEC  is  a  very 
small,  streamlined  entity  with  a  total  budget  next  year  of  only 
$2.8  million.   The  U.S.  annual  contribution,  just  $510,000,  is 
a  bargain.   APEC  has  less  than  40  employees,  most  seconded  from 
their  governments.   That's  because  the  members  do  the  work. 

APEC  is  also  not  an  expensive  bureaucracy.   Business,  not 
government,  plays  the  most  active  role.   The  private  sector  is 
the  source  of  the  region's  dynamism;  it  is  also  APEC's  main 
customer.   In  fact,  APEC  is  a  truly  unique  international 
organization  in  the  way  it  relies  so  heavily  on  the  direct 
participation  of  business  both  at  the  policy-making  level  and 
in  its  many  working  groups. 

Thanks  to  the  contributions  by  business,  these  groups  are 
producing  results  that  matter  to  business.   Guides  to 
regulations  on  customs,  investment,  telecommunications,  and 
transportation  have  been  published;  both  "best  practices"  and^ 
bottlenecks  to  trade,  investment,  and  economic  growth  have  been 
identified;  and  work  toward  harmonizing  standards  is  moving 
forward.   These  efforts  reflect  APEC's  seriousness  about 
tackling  the  nitty  gritty  but  important  issues  facing  companies 
in  the  region.   Indeed,  the  measure  of  APEC's  success  is  the 
real-world  relevance  of  its  programs  to  business. 

The  Osaka  Action  Agenda 

Under  the  chairmanship  of  Japan,  next  week's  meetings  in 
Osaka  will  achieve  three  principal  goals.   First,  the  leaders 
will  review  and  adopt  an  Action  Agenda  for  achieving  the  goals 
of  free  trade  and  investment  set  at  Bogor  last  year.   Second, 
they  will  each  commit  to  a  package  of  market-opening  steps  to 
take  now.   And  third,  they  will  endorse  measures  to  make  it 
easier  for  business  to  operate  in  the  region. 

The  Action  Agenda  will  be  a  road  map  for  achieving  free 
trade  and  investment  by  2010  and  2020.   Let  me  describe  how  the 
plan  is  shaping  up. 

First,  the  Action  Agenda  will  lay  down  the  overarching 
principles  that  will  guide  APEC  toward  free  trade  and 
investment.   These  include  transparency,  common  timeframes,  and 
consistency  with  the  WTO.   While  we  have  reached  broad 
agreement  on  a  number  of  principles,  some  are  still 
unresolved.   One  key  principle  at  issue  is  the  subject  of  your 
recent  letter  to  Secretary  Christopher  and  Ambassador  Kantor: 
maintaining  Bogor's  unqualified  commitment  to  free  and  open 
trade  and  investment  without  exceptions.   We  fully  endorse  that 
pr  inciple . 
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The  Bogor  Declaration  calls  for  "the  free  flow  of  goods, 
services,  and  capital  among  our  economies."   Any  weakening  of 
the  ungualified  commitment  to  free  trade  and  investment  which 
our  leaders  made  at  Bogor  is  unacceptable.   We  therefore 
continue  to  support  strongly  the  principle  of  comprehensive 
coverage . 

The  main  source  of  contention  is  agriculture.   A  few  APEC 
members  have  been  insisting  that  this  sector  be  exempted  --  in 
short,  that  we  abandon  the  principle  of  comprehensiveness.   We 
and  many  other  APEC  members  cannot  accept  such  an  exclusion. 
If  APEC  members  succeed  in  taking  agriculture  off  the  table, 
others  will  surely  want  to  take  other  sectors  or  issues  off  the 
table. 

After  all,  we  all  have  sensitive  sectors,  but  if  we  don't 
stick  to  the  principle  of  comprehensiveness,  soon  all  that  may 
be  left  could  be  the  table.   The  Bogor  commitment  already  gives 
members  more  than  enough  time  to  make  the  necessary  adjustments 
--  15  years  for  the  developed  economies  and  25  years  for     ' 
developing.   Our  position  is  that  we  must  include  all  sectors, 
including  agriculture,  in  the  Osaka  Action  Agenda. 

Another  principle  that  needs  to  be  resolved  in  Osaka  is 
comparability.   This  is  the  principle  that  all  members 
contribute  to  trade  and  investment  liberalization  in  a  balanced 
and  shared  way.   Our  view  is  that  this  principle  must  guide  the 
consultations  and  review  of  the  individual  plans  each  economy 
will  develop  to  implement  the  goal  of  free  trade  and 
investment . 

The  second  key  element  of  the  Action  Agenda  will  be  its 
identification  of  specific  issues  and  sectors  for 
liberalization.   These  include  tariffs,  government  procurement, 
services,  intellectual  property  protection,  and  investment. 
For  each,  we  will  include  the  broad  objectives  as  well  as 
specific  guidelines  to  direct  our  efforts. 

Third,  the  Action  Agenda  will  lay  out  how  APEC  will  reduce 
barriers  to  trade  and  investment.   That  will  be  done  in  several 
ways.   APEC  members  will  implement  individual  action  plans  to 
bring  down  barriers  to  trade  and  investment.   They  will  also 
carry  out  plans  they  have  agreed  to  implement  as  a  group. 
Customs  and  intellectual  property  protection  are  two  of  the 
areas  best  suited  to  such  collective  actions.   Further,  APEC 
members  will  act  to  fulfill  commitments  in  the  WTO,  as  well  as 
in  the  sub-groups  of  APEC  members  that  are  ready  to  move 
forward  on  a  particular  issue.   All  this  will  be  coordinated 
through  consultations  and  reviews  to  assure  that  all  members 
make  comparable  efforts  and  that  the  results  are  balanced. 
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Finally,  the  Action  Agenda  will  identify  measures  to 
promote  economic  and  technical  cooperation  in  the  region.   It 
will  sketch  out  plans  for  joint  activities  on  energy, 
telecommunications,  human  resource  development,  and  other 
concerns.   To  take  transportation  as  an  example,  one  of  the 
projects  involves  completing  a  study  on  bottlenecks  to 
transportation  in  the  region  and  issuing  a  best  practices 
manual  how  members  can  deal  with  these  problems.   These  plans 
build  on  the  ambitious  work  programs  pursued  by  APEC's  working 
groups  and  committees.   Most  of  them  draw  extensively  from 
contributions  from  business. 

Downpavments  and  Deliverables 

As  I  mentioned,  in  addition  to  the  Action  Agenda,  ministers 
and  leaders  will  commit  at  Osaka  to  a  series  of  early 
liberalization  steps,  or  "downpayments"  on  free  trade  and 
investment.   This  will  allow  APEC  members  to  demonstrate  their 
commitment  to  that  goal. 

The  United  States  has,  of  course,  already  gone  far  in 
demonstrating  that  commitment.   We  already  have  one  of  the 
world's  most  open  markets  and  are  encouraged  by  the 
market-opening  steps  other  APEC  members  are  committing  to  take 
now.   A  good  example  is  Indonesia's  recent  move  --  on  its  own 
—  to  bring  down  tariffs  on  many  imported  goods. 

For  our  part,  we  will  also  be  able  to  point  to  our  actions 
to  implement  the  Uruguay  Round  agreement  fully,  promptly,  and, 
in  some  cases,  at  a  higher  level  of  discipline  than  required. 
We  are  also  looking  at  ways  to  show  progress  toward  making  our 
economy  more  open  to  competition,  perhaps  by  highlighting  steps 
we  have  taken  to  remove  unnecessary  regulations  and  streamline 
customs  procedures. 

Another  outcome  at  Osaka  will  be  specific  measures  to  lower 
business  transaction  costs  in  the  near  term.   We  expect  to  make 
significant  progress  in  standards,  customs,  telecommunications, 
and  other  areas  to  make  it  easier  for  companies  to  do  business 
in  Asia.   We  also  plan  to  launch  a  permanent  business  advisory 
forum  to  incorporate  business  views  more  fully  in  the  APEC 
process . 

These  are  exactly  the  kind  of  tangible  results  we  need  in 
Osaka,   while  APEC  has  great  potential  as  a  force  for 
liberalization,  it  is  also  important  for  it  to  take  steps  now 
to  facilitate  business  in  the  region. 
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Conclusion 

The  meeting  of  APEC's  leaders  hosted  by  President  Clinton 
outside  Seattle  two  years  ago  put  APEC  at  the  center  of  our 
vision  of  a  Pacific  Community.   The  gathering  in  Indonesia  last 
year  gave  APEC  a  clear  economic  mission  --  to  dismantle 
barriers  to  trade  and  investment  in  the  region  by  dates 
certain . 

That  goal  presents  great  opportunities  for  the  U.S. 
economy.   We  are  today  the  world's  largest  exporter.   Our  goods 
and  services  stand  to  benefit  from  the  chance  to  compete  fairly 
in  this  booming  region,  and  APEC  will  help  open  the  door.   In 
Osaka  we  will  lay  the  groundwork  to  make  that  possible.   But  if 
we  are  to  pull  it  off,  U.S.  leadership  is  absolutely  . 
essential.   As  President  Clinton  has  stressed,  the  United 
States  must  compete,  not  retreat.    In  APEC,  as  in  f,o   much 
else,  we  best  serve  our  national  interests  by  remaining 
vigorously  engaged  in  the  world. 
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The  American  Interest  in  APEC 

The  United  States  has  enormous  interests  in  a  successful  APEC, 
in  both  economic  and  political  terms: 

—  its  membership  includes  the  most  dyneunic  and  rapidly 
growing  economies  in  the  world,  virtually  all  of  which 
maintain  very  high  trade  barriers;  "free  trade  in  the 
region"  will  thus  produce  a  verv  large  increase  in  net 
market  access  for  the  United  States,  sharply  expanding 

the   creation q£. high-paying isjss ill QUC sXBa£ii 

industries; 

—  recent  events  vividly  demonstrate  the  shortcomings  of 
purely  bilateral  approaches  in  our  dealings  with  the 
countries  of  the  region,  including  China  and  Japan;  APEC 
offers   an   institutional   alternative  that  can  add 
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significantly  to  the  prospects  for  achieving  both  our 
economic  and  political  goals; 

the  United  States  has  fought  three  wars  in  the  Pacific  in 
the  past  half  century  and  has  an  enormous  interest  in 
avoiding  new  instability  there;  APEC  is  the  first  trans- 
Pacific  institution  with  the  potential  to  replace  hostile 
confrontation  with  constructive  cooperation  in  the  region 
as  a  whole;  and 

China  and  Japan  are  emerging  superpowers  that  could,  as 
in  the  past,  destabilize  the  region  all  by  themselves;  a 
regional  initiative  that  channeled  their  energies  into 
cooperative  strategies,  as  our  trans-Atlantic  initiatives 
have  done  vis-a-vis  our  European  partners  throughout  the 
postwar  period,  could  be  of  tremendous  benefit  to  the 
United  States. 

The  United  States  has  therefore  played  a  major  role  in  the 
evolution  of  APEC  to  date.  President  Clinton  upgraded  it 
dramatically  by  hosting  the  first-ever  summit  of  Asia  Pacific 
nations  in  November  1993.  He  strongly  supported  President  Soeharto 
of  Indonesia  in  fashioning  the  Bogor  Declaration  of  November  1994, 
potentially  the  most  sweeping  trade  agreement  in  history  with  its 
political  commitment  by  countries  meUcing  up  half  the  world  economy 
to  achieve  free  trade  and  investment  by  a  date  certain.  The  United 
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States  needs  to  maintain  this  leadership  at  the  upcoming  Osaka 
summit,  and  I  will  suggest  below  several  steps  to  that  end. 

The  Action  Agenda 

Osaka  will  begin  the  second  phase  of  the  evolution  of  APEC. 
The  first  phase  comprised  the  Blake  Island  and  Bogor  meetings, 
which  adopted  a  vision  and  substantive  set  of  goals  for  the 
organization.  The  Leaders  determined  at  Blake  Island  to  develop  a 
"community  of  Asia  Pacific  economies"  and  at  Bogor  to  achieve  "free 
and  open  trade  and  investment"  in  the  region  by  2010  (for  the 
industrial  countries  that  make  up  85  percent  of  current  AFEC  trade) 
or  2  020  (for  the  rest) . 

Osaka  commences  the  implementation  phase  for  APEC.  To  be 
successful,  next  week's  summit  must  include  two  components:  an 
effective  Action  Agenda  and  an  ambitious  down  payment. 

The  Action  Agenda  comprises  procedural  arrangements  to 
translate  the  Bogor  commitments  into  practical  reality.  It  is 
APEC's  equivalent  of  the  Punta  del  Este  declaration  that  launched 
the  Uruguay  Round  in  the  GATT,  and  must  comprise  three  elements: 

principles   under   which   the   trade   and   investment 
liberalization  will  proceed; 
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a  list  of  topics  (currently  15)  that  will  be  included; 
and 

timetables  for  each. 

There  is  some  good  news  and  some  bad  news  concerning  the 
Action  Agenda  at  this  point.  The  good  news  is  that  the  great 
majority  of  the  principles,  topics  and  timetables  are  agreed. 

Of  particular  note is  the  widespread  agreement  that  all 

countries  will  submit  their  national  action  plans  in  1996.  consult 
during  the  year  on  the  comparability  of  the  plans  to  assure  that 

each  is  making  a  full  contribution  to  the  process. pull  thg 

component  parts  together  into  an  overall  agreement  at  the  Subic 
gi,11innit  in  late  1996.  and  begin  to  implement  the  APEC  liberalization 
in  January  1997.  If  fully  realized,  this  timetable  would  mean  that 
APEC  had  moved  from  its  initial  political  commitment  (at  Blake 
Island  or,  with  much  greater  precision,  at  Bogor)  to  actual 
implementation  of  its  ambitious  plans  in  scarcely  more  than  two  or 
three  years.  By  contrast,  it  took  over  eight  years  for  the  Uruguay 
Round  to  trace  a  similar  path  in  the  GATT  from  its  political 
commitment  (at  Punta  del  Este  in  September  1986)  to  implementation 
(beginning  January  1995) . 

The  bad  news  is  that  the  few  remaining  disagreements  are  on 
extremely  critical  issues,  mainly  some  of  the  key  principles  to 
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govern  the  liberalization  program.  The  most  serious  is  that  a  new 
"Gang  of  Four"  (China,  Japan,  Korea,  Taiwan)  wants  to  exclude 
agriculture  from  the  entire  scheme.  This  would  directly  violate 
the  comprehens  iveness  of  the  Bogor  commitment  and  undercut  the 
entire  program,  inviting  other  members  to  seek  exceptions  for  their 
sensitive  sectors. 

It  is  abundantly  clear  that  the  Bogor  Declaration  was 
comprehensive  because  the  Leaders  there  explicitly  rejected  several 
national  proposals  for  exclusions,  including  by  Japan  and  Korea  for 

agriculture  itself.    I applaud  the  initiative  taken  bv  this 

Committee  in  its  letter  of  October  25  to  Secretary  Christopher  and 

Affbass^dor  p:ant;9r. urging  the  Administration  to  maintain  its 

insistence  on  comprehensiveness  as  an  APEC  principle. 

A  particular  problem  surrounds  the  role  of  Japan  as  the  host 
country  at  Osaka.  APEC  has  virtually  no  secretariat  and  relies 
heavily  on  each  year's  chair  country  to  provide  the  leadership 
needed  to  move  the  process  forward.  President  Clinton  fulfilled 
this  role  admirably  at  Blake  Island  and  President  Soeharto  was  even 
more  forceful  at  Bogor,  rejecting  several  pleas  for  changes  in  the 
Declaration  (including  from  the  United  States)  that  could  have 
unraveled  the  whole  process. 

Far  from  leading  constructively,  however,  Japan  as  noted  is  a 
major  source  of  the  problem  confronting  Osaka.   This  is  occurring 
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despite  the  existence  of  a  very  strong  majority  in  APEC,  including 
vocal  developing  countries  such  as  Indonesia  and  Thailand,  for 
maintaining  the  principle  of  comprehensiveness.  It  is  essential 
that  Japan  reverse,  or  at  least  sharply  modify,  its  position  to 
avoid  a  failure  at  Osaka. 

Our  Eminent  Persons  Group  has  made  proposals,  in  our  second 
report  a  year  ago,  that  provide  a  way  out.  We  recommend,  for 
example,  the  principle  of  "flexible  implementation"  under  which  a 
member  country  could  commence  its  liberalization  in  a  particular 
sensitive  sector  later  than  the  general  start  date,  or  liberalize 
at  a  pace  slower  than  the  general  liberalization  schedule.  If 
availing  itself  of  either  option,  however,  the  country  involved 
would  not  receive  reciprocal  benefits  in  that  sector  until  it  had 
reduced  its  tariffs  in  the  sector  below  some  agreed  level  and 
eliminated  all  quantitative  restraints.  Such  a  principle  is 
included  in  the  ASEAN  Free  Trade  Area  (AFTA)  and  was  suggested  for 
APEC  as  a  whole  by  the  EPG. 

In  addition,   we  recommend that  APEC  adopt  a safeguard 

mechanism  to  permit  members  to  temporarily  halt,  or  even  reverse, 
liberalization  they  had  already  announced  as  a  result  of  import 
surges  or  other  unexpected  developments.  Clear  rules  would  have  to 
apply  to  this  procedure,  however:  an  application  for  safeguard 
action  would  have  to  be  approved  by  APEC  as  a  whole,  be  strictly 
limited  in  duration,  be  degressive  during  its  lifetime,  be  limited 
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to  tariff  measures  rather  than  new  quantitative  restrictions,  and 
be  accompanied  by  domestic  adjustment  programs  for  the  sector. 
Such  a  device  could  nevertheless  represent  substantial  comfort  for 
a  country  which  feared  that  liberalization  in  a  sensitive  sector 
could  produce  excessively  burdensome  effects  on  its  economy,  aa 
with  the  "Gang  of  Four"  in  agriculture,  encouraging  them  to  proceed 
anyway . 

Comprehensiveness  is  not  the  only  principle  on  which 
disagreement  exists  among  the  APEC  members,  however,  and  the  United 
States  is  widely  viewed  as  part  of  the  problem  on  most  of  the 
others.  A  second  issue  is  nondiscrimination .  which  all  APEC 
members  except  the  United  States  are  ready  to  adopt.  The  United 
States  has  been  resisting  because  current  interpretations  of  the 
Jackson-Vanik  Amendment  conclude  that  it  cannot  extend  most- 
favored-nation  treatment  to  China  on  an  automatic  or  permanent 
basis,  a  proviso  on  which  China  is  insisting.  Here  the  answer 
seems  relatively  simple:  the  United  States  should  accept  the 
principle  of  nondiscrimination  but  note  that  it  will  be  unable  to 
implement  the  principle  until  its  legislative  authority  clearly 
permits. 

The  third  and  fourth  problems  for  the  Action  Agenda, 
concerning  comparability  and  the  modus  operandi  of  the  process,  are 
related.  The  United  States  has  been  insisting  on  a  fairly  rigid 
definition  of  "comparability"  (reciprocity)  and  a  heavy  emphasis  on 
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"collective  action,"  whereas  most  of  the  other  countries  prefer 
"soft  negotiations"  that  emphasize  luiilateral  submission  of 
national  action  plans  and  less  precision  on  the  comparability  of 
the  outcome. 

The  United  States  is  certainly  correct  to  seek  a  balanced  deal 
to  which  all  countries  make  a  fair  contribution.  However,  it  is 
intellectually  impossible  to  determine  precise  reciprocity  across 
such  a  wide  range  of  issues  that  includes  inherently  unquantif iable 
topics  such  as  intellectual  property  protection,  customs 
procedures,  product  standards,  competition  policy  and  investment 
rules.  Precise  reciprocity  is  no  longer  possible  in  the  GATT/WTO 
itself,  in  fact,  and  APEC  is  no  different. 

Likewise,  it  must  be  recognized  that  all  trade  negotiations — 
in  the  GATT/WTO  or  elsewhere — inherently  include  a  blend  of 
national  submissions  and  international  surveillance.  Once 
collective  principles  are  adopted,  it  is  up  to  the  participating 
countries  to  propose  how  they  will  comply — a  national  "offer"  in 
GATTspeak.  A  give-and-take  eunong  the  participants  then  ensues  and 
the  outcome  is  only  signed  onto  by  each  if  it  is  satisfied  that  a 
fair  deal  has  been  achieved. 

Hence  the  United  States  should  back  away  from  any  rigid  or 
legalistic  approach  to  these  issues,  accepting  the  course  proposed 
bv  the  majority  of  APEC  countries  but  making  clear  that  it  will 
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simplY  PPt  gut  of  any  final  package— and  that  the  Conaresa  win 
rightly  insist  that  it  do  sol— that  oermitted  significant  free 
riding  bv  any  maior  member.  There  is  no  need  to  quibble  over 
arcane  and  abstruse  language  at  this  point  when  the  major  need  is 
to  get  the  process  going. 

The  Down  Payment 

In  addition  to  an  effective  Action  Agenda,  the  OsaVw  BnTTnn<<- 

lEMSt agrgg  on a  meaningful  down  payment  to  begin  the  actual 

liberalization  process.  This  is  essential  to  maintain  the  momentum 
of  Blake  Island  and  Bogor,  to  reinforce  the  credibility  of  the 
entire  APEC  exercise  to  skeptics,  and  to  provide  tangible  benefits 
for  the  business  community  and  economic  prospects  for  the  region. 

The  EPG  emphasized  the  down  payment  in  our  report  to  Leaders 
for  this  year,  which  I  delivered  to  Prime  Minister  Murayeuna  in 
Tokyo  on  August  30  and  will  be  presenting  to  the  APEC  Ministerial 
Meeting  in  Osaka  next  Thursday.  We  outlined  a  number  of 
possibilities  and  emphasized  four  in  particular  that  we  believe  are 
ripe  for  adoption  by  APEC  members: 

acceleration  of  the  implementation  of  their  Uruguay  Round 
liberalization  commitments,  as  already  agreed  by  the 
Leaders  at  Bogor,  via  a  "50  percent  rule"  under  which, 
for  example,  remaining  tariff  cuts  and  adoption  of  most 
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intellectual  property  rules  would  be  implemented  in  two 
years  rather  than  four; 

immediate  adoption  of  a  Dispute  Mediation  Service,  to 
help  resolve  trade  conflicts  in  the  region  by  offering  a 
multilateral  process  that  would  cover  issues  not  now 
addressed  by  the  dispute  settlement  mechanism  of  the  WTO; 

immediate  cooperation  in  the  implementation  of  national 
competition  policies,  to  permit  more  effective  responses 
to  problems  of  corporate  collusion  such  as  those  that 
have  now  become  central  to  the  United  States-Japan 
debate ;  and 

adoption  of  a  multifaceted  program  to  harmonize  product 
standards  and  testing/certification  procedures,  one  of 
the  cardinal  requests  of  business  throughout  the  region 
and  a  source  of  potential  major  reductions  in 
transactions  costs  for  many  industries. 

Unfortunately,  the  outlook  for  the  down  payment  is  now  rather 
meager.  A  few  countries  are  reportedly  ready  to  accelerate  some  of 
their  Uruguay  Round  liberalization.  The  draft  Action  Agenda 
includes  fairly  strong  proposals  on  competition  and  product 
standards  (and  on  customs  harmonization,  another  worthwhile  trade 


63 


11 

facilitation  issue) .  But  the  total  package  at  this  p>oint  does  not 
appear  to  be  very  impressive. 

The  United  States  is  again  part  of  the  problem.  Hiding  behind 
the  absence  of  negotiating  authority,  it  has  announced  no  plans  to 
accelerate  ita  Uruguay  Round  liberalization;  a  far  better 
alternative  would  be  to  announce  its  intention  to  do  so  as  soon  as 
legislative  support  is  obtained.  The  Administration  also  appears 
reluctant  to  endorse  the  proposed  Dispute  Mediation  Service  or 
cooperation  on  competition  policy,  despite  the  substantial  payoff 
that  could  result  for  some  of  its  major  negotiating  objectives  with 
Japan  and  other  APEC  countries. 

In  light  of  the  central  role  that  the  United  States  inherently 
plays  in  any  organization  such  as  APEC,  its  failure  to  provide 
leadership  in  fashioning  a  vigorous  down  payment  provides  cover  for 
other  countries  to  hang  back  as  well.  Second  onlv  to  Japan's  role 
on  agriculture.  American  reticence  on  the  down  payment  is  thus  a 
potential  source  of  failure  at  Osaka.  The  United  States  even  runs 
some  risk  of  attracting  a  large  share  of  the  blame  for  anv  such 
outcome .  given  the  probability  that  Japan  will  accept  a  compromise 
outcome  on  comprehensiveness  (perhaps  as  suggested  above)  and 
attempt  to  offset  that  shortcoming  through  positive  steps  such  as 
accelerating  its  own  Uruguay  Round  liberalization  (on  industrial 
products)  and  making  a  sizable  grant  (perhaps  $100  million)  to  fund 
APEC  technical  cooperation  projects. 
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Conclusion 

With only a vggH  t«? aa.. the QsaJ^a "'minit  is  thus  in 

considerable  trouble.  Its  failure  would  not  be  the  end  of  the 
world  nor  even  the  end  of  APEC;  the  most  successful  regional 
institution  in  history,  the  European  Union,  has  suffered  enormous 
setbacks  throughout  its  history  but  always  rebounded  successfully. 
A  failure  at  Oseika  would  be  a  considerable  setback  at  a  very  early 
stage  of  the  institution's  evolution,  however,  and  thus  a  major 
setback  for  US  interests  as  well. 

At  the  last  two  APEC  summits,  the  Leaders  led.  It  is  clear 
that  APEC  would  never  have  come  so  far  so  fast  without  the 
procedural  innovation  of  scheduling  annual  summits  to  overcome  the 
hesitation  of  officials  and  even  ministers  to  take  bold  action. 
Hence  the  hope  for  Osaka  is  that  the  Leaders  will  again  lead- 
rescuing  the  outcome  and  maintaining  the  path  thev  have  set  in 
train  at  the  last  two  meetings. 

Japan  must  of  course  play  a  central  role  in  this  process.  But 
the  United  States,  which  is  often  inaccurately  accused  in  Asia  of 
dominating  the  APEC  process,  must  avoid  the  other  extreme  of 
failing  to  provide  the  leadership  reguired  of  the  group's  largest 
economy  and  only  superpower.  I  hope  that  the  Committee  will  urge 
the  United  States  to  do  so  as  forcefully  as  you  recently,  and  so 
correctly,  urged  it  to  maintain  the  pressure  on  the  rest  of  the 
membership  to  remain  faithful  to  the  eunbitious  and  historic  goals 
set  out  at  Bogor  a  year  ago. 
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PHIUP  M.  VAUGHN 


Philip  M.  Vaughn  currently  serves  as  Director  of  Government  Relations  tor  Fluor 
Corporation  with  primary  responsibility  for  the  Corporation's  international  government 
affairs  activities.  Fluor  is  Aknerica's  largest,  safest  and  most  diversified  engineering  and 
construction  company  wittn  operations  in  over  fifty  countries. 

Prior  to  joining  Fluor  Corporation,  Mr.  Vaughn  was  Vice  President  of  international 
Business-Government  Counsellors,  a  Washington  D.C. -based  business  consulting  firm, 
and  served  on  the  staff  of  House  Ways  and  Means  Committee  Cfiairman  Dan 
Rostenkowski  and  in  the  Peace  Corps  in  the  Republic  of  Zaire 

He  was  graduated  from  Geprgetown  University  with  a  B.S.  in  Foreign  Service  and  an  M.A. 
in  Arab  Studies.  He  speaks  Frencti,  Arabic  and  Italian.  Mr.  Vaughn  was  reared  in  Alaska, 
New  York  City  and  Washir)gton.  D.C. 
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Thank  you  Mr.  Chairman,  Members  of  the  Subcommittee 

My  name  is  Philip  Vaughn  and  I  am  Director  of  Government  Relations  for  Fluor  Corporation,  an 
international  engineering,  construction  and  related  services  company. 

For  the  past  2  years,  Fluor  Corporation  and  our  Chairman  Mr.  Les  McCraw  were  honored  to  have 
been  asked  by  the  President  to  be  one  of  two  U.S.  members  to  the  Pacific  Business  Forum  or 
PBF.  The  PBF  is  the  business  advisory  group  to  the  APEC  Leaders  and  is  made  up  of  two 
business  people  from  each  economy  --  one  large  business  and  one  small.  The  small  business 
representative  for  the  U.S.  was  John  Hendricks  of  Discovery  Communications.  Mr.  McCraw  has 
also  served  as  co-chairman  of  the  PBF  along  with  Mr.  Bustanil  Arifin  of  Indonesia  last  year  and 
this  year  both  Mr.  Arifin  and  Mr.  Minoru  Murofushi  of  Japan. 

The  PBF  is  the  business  advisory  body  to  the  APEC  Leaders  and  was  created  at  the  suggestion 
of  President  Clinton  at  the  Blake  Island  Economic  Leaders  meeting  in  1993.  In  calling  for  the 
establishment  of  a  Pacific  Business  Forum  (PBF),  the  Leaders  explicitly  acknowledged  the  central 
role  of  the  private  sector  in  the  economic  growth  of  the  Asia  Pacific  region.  This  unambiguously 
demonstrated  their  commitment  to  working  with  the  business  sector  by  offering  it  a  role  in 
framing  the  APEC  trade  and  economic  debate  into  the  next  century.  Consistent  with  the  Leaders 
emphasis  on  the  APEC  business  sector,  in  Jakarta  last  year  the  PBF's  mandate  was  renewed  for 
one  more  year  and  the  APEC  Minsters  called  for  the  establishment  of  a  permanent  APEC 
Business  Advisory  body. 

The  business  community  has  a  strong  commercial  interest  in  seeing  APEC  succeed.  But  APEC 
cannot  do  so  on  its  own.  The  business  community  must  provide  its  support  and  guidance,  and 
participate  actively  in  its  work  programs.  If  we  are  merely  passive  observers,  we  cannot  complain 
if  the  APEC  agenda  is  not  consistent  with  the  furthering  of  economic  and  commercial  growth  of 
the  region,  or  if  the  work  programs  seem  adrift. 

APEC  can  be  an  important  tool  for  improving  the  business  environment  in  the  Asia  Pacific.  If 
properly  directed  and  motivated,  APEC  can  help  lower  transaction  costs  in  the  region,  open  new 
markets  for  the  export  of  U.S.  goods  and  services  and  help  anchor  the  U.S.  in  this  vitally 
important  part  of  the  world.  But  APEC  can  only  achieve  these  goals  if  it  shows  the  political  will 
to  tackle  the  tough  issues,  to  take  decisions  at  Osaka  that  will  set  APEC  clearly  on  the  course 
to  free  and  open  trade  and  investment. 

To  facilitate  this  process,  the  PBF  submitted  its  second  report  to  Prime  Minister  Murayama  and 
the  other  APEC  Leaders  in  September. 

The  theme  of  this  year's  PBF  report  is  "making  APEC  relevant  to  business".  Decisions  taken  by 
Leaders  at  Osaka  on  the  speed  and  nature  of  implementation  of  the  free  trade  and  investment 
goal  will  be  closely  scrutinized  by  the  business  community.  At  Osaka,  we  want  to  see  business 
facilitation  and  liberalization  outcomes  that  are  of  immediate  practical  benefit  to  business,  as  well 
as  commitments  by  Leaders  to  an  action  agenda  that  clearly  sets  out  the  steps  to  free  trade  in 
the  region  by  2010/2020.  Business  also  must  be  involved  in  APEC  in  an  ongoing  basis--  the  day 
to  day  work  of  the  various  committees  and  working  groups,  as  well  as  in  a  permanent  advisory 
capacity. 
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The  action  agenda  must  be  meaningful  to  business,  transparent  and  easily  understood.  The  PBF 
recommendations  reflect  that  need  We  want  Leaders  to  agree  to  a  road-map  with  three  critical 
components:  guiding  principles  that  support  the  entire  process;  timelines  for  action;  and, 
internal  and  external  progress  reviews 

The  guiding  principles  we  have  identified  are  not  new.  They  are  embodied  in  the  Bogor 
declaration.  They  include  comprehensive  coverage,  comparability.transparency  and  WTO 
consistency.  We  are  concerned  that  efforts  have  been  made  to  reduce  the  extent  of  sectoral 
coverage  in  APEC.  For  business  comprehensive  coverage  is  a  must.  To  do  otherwise  would 
be  to  send  a  signal  that  even  in  its  very  early  stages  of  liberalization,  Bogor  is  being  unravelled. 
That  does  nothing  for  the  credibility  of  the  organization.  We  know  that  some  flexibility  is  needed 
but  the  Bogor  end  dates  and  sectoral  coverage  are  not  up  for  negotiation  in  our  view. 

Comparability  also  is  vitally  important.  We  need  to  see  that  everyone  is  basically  doing  the  same 
thing.  While  some  might  take  longer,  there  has  to  be  an  overall  balance  The  PBF  has  argued 
that  we  will  only  know  if  everyone  is  on  the  right  course  if  we  have  timelines  for  each  action 
clearly  established  with  common  starting  dates,  intermediate  milestones  and  an  on-going 
mechanism  of  internal  and  external  review. 

The  PBF  has  recommended  a  three-track  review  process:  an  annual  Ministerial  review;  an 
independent  review  every  two  years  by  business  through  a  permanent  business  advisory  forum 
to  APEC  -  the  successor  organization  to  the  PBF;  and,  a  Leaders'  review  immediately  after  the 
independent  review. 

Another  key  idea  for  making  APEC  relevant  to  business  is  for  APEC  to  commit  this  year  to  some 
short  term  outcomes  that  will  facilitate  business  and  lower  our  transaction  costs.  The  PBF  cannot 
overemphasize  how  important  this  is,  and  we  welcome  the  good  work  done  in  this  area  by  APEC 
to  date.  Liberalization  is  on  a  longer  time  frame  than  we  would  have  liked,  but  we  accept  that. 
Therefore,  we  want  APEC  to  prove  its  role  as  a  unique  forum  that  undertakes  practical  work  for 
business  by  announcing  a  package  of  what  we  call  "deliverables"  at  Osaka. 

The  PBF  has  made  a  number  of  recommendations  for  Osaka  deliverables  We  want  shortened 
time  frames  for  Uruguay  Round  commitments  (in  tariff  reductions,  TRIPs,  TRIMs.  subsidies  and 
so  forth)  We  also  want  Uruguay  Round  commitments  to  t)e  deepened  -  eliminating  the  gap 
between  applied  and  bound  tariff  rates  would  help.  And  we  want  Uruguay  Round  commitments 
broadened  -  do  more  in  TRIMs.  TRIPs,  government  procurement  and  services.  We  think  APEC 
can  lead  the  glottal  effort  in  that  regard,  ft  could  begin  by  strengthening  the  APEC  non-binding 
investment  principles  in  1 996  and  complete  the  process  of  incorporating  strengthened  principles 
into  national  laws  by  2000  for  developed  countries  and  2005  for  developing  countries. 
Investment  barriers  are  among  the  main  impediments  to  business  growth  in  the  region  and  we 
want  them  lowered. 

APEC  can  also  show  its  commitment  to  improving  ttie  commercial  dimate  in  the  region  by 

undertaking  practical  measures  that  would  be  of  even  more  immediate  benefit  to  business  -  and 
where  APEC  is  alread\'  showing  strength.  Some  of  these  are  so  simple,  it  is  hard  to  see  why 
they  have  not  been  done  before  For  example,  the  introduction  by  APEC  governments  of  an 
APEC  business  visa,  allowing  business  travellers  from  member  countries  multiple  entr^'  to  all  1 8 
economies  for  short  business  stays  would  be  enormously  helpful  in  reducing  costs  to  business. 
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Other  "deliverables"  are  currently  the  subject  of  APEC  work  programs  and  the  action  agenda,  but 
we  want  the  outcomes  accelerated.  The  PBF  has  recommended  that  customs  facilitation 
measures  (harmonization,  standardization,  and  the  implementation  of  APEC  wide  electronic 
customs  processing)  should  be  completed  by  2000.  An  intermediate  step  could  be  that  APEC 
members  commit  to  full  adherence  to  the  Harmonized  Tariff  System  and  WTO  valuation 
agreement  by  1997. 

Similarly,  in  the  standards  area,  the  PBF  recommended  that  the  alignment  of  members'  standards 
with  international  standards  and  the  adoption  of  Mutual  Recognition  Agreements  should  be 
completed  in  priority  sectors  by  1998.  We  recommend  that  the  priority  sectors  be  identified  by 
the  time  of  the  1996  APEC  Ministerial. 

Increasing  cooperation  on  intellectual  property  protection  -  the  exchange  of  information  on 
border  enforcement,  among  others  -  is  ripe  for  APEC.  So  too  are  scientific  and  technical 
cooperation  and  infrastructure  development.  APEC  needs  a  plan  drawing  together  the  current 
and  projected  infrastructure  needs  of  the  region  and  the  PBF  has  recommended  the 
establishment  of  an  APEC  Infrastructure  Task  Force  as  a  first  step.  Ensuring  that  basic  policies 
are  established  for  the  development  of  small  and  medium  business  in  the  region  and  cooperation 
on  human  resource  development  are  also  unique  and  important  functions  of  APEC  in  the  PBF's 
view. 

But  none  of  this  will  work  unless  business  is  involved  in  an  advisory  capacity  and  in  the  on-going 
work  of  APEC.  That  is  why  the  PBF  has  endorsed  the  establishment  of  a  permanent  APEC 
Business  Council  to  advise  Ministers  and  Leaders,  and  that  business  participation  in  the  APEC 
work  program  is  strengthened.  There  is  considerable  technical  ability  in  the  APEC  business 
community  and  APEC  should  use  that  more  widely  than  it  does  now.  For  example,  the  PBF 
recommended  this  year  that  each  APEC  economy  include  business  representation  on  each 
working  group. 

These  activities  would  represent  a  significant  commitment  on  the  part  of  the  business  community 
to  the  APEC  process.  We  want  to  be  involved,  but  we  will  lose  interest  rapidly  if  APEC  does  not 
deliver.  Thus  it  is  critically  important  that  at  Osaka  APEC  Leaders  also  demonstrate  their  resolve 
to  implement  plans  that  will  clearly  achieve  the  Bogor  goal,  and  that  APEC  produces  some  short 
term  outcomes  that  are  of  real  relevance  to  business. 

Further,  we  have  suggested  that  each  individual  economy  establish  some  sort  of  APEC  advisory 
group  which  would  work  in  tandem  with  the  APEC  Business  Council. 

In  addition  to  these  trade  and  investment  specific  reasons  for  supporting  APEC,  there  are  many 
broader  reasons  why  APEC  is  in  the  interest  of  the  U.S.  business  community. 

First,  APEC  can  help  to  solidify  the  economic  and  political  security  business  needs  in  order  to 
grow  and  flourish.  Many  U.S.  CEO's  rank  stability  among  the  highest  of  concerns  when 
operating  abroad.  It  is  in  our  commercial  interest,  therefore,  to  ensure  that  in  the  post-cold  war 
era  the  United  States  has  a  forum  in  which  to  cement  ties  with  our  Asia  Pacific  partners  and 
encourage  the  development  of  stable  market  economies. 
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Second,  APEC  can  serve  as  a  very  useful  vehicle  for  promoting  not  only  U.S.  business  interests  - 
-  but  the  business  interests  of  all  our  economies.  Although  significant  efforts  have  been  made 
by  the  U.S.  Administration  to  promote  business  on  a  bilateral  basis,  regional  business  facilitation 
work  in  APEC  expands  and  improves  our  bilateral  efforts. 

Third,  APEC  offers  a  broad  policy  forum  in  which  the  U.S.  can  address  the  many  trade  and 
investment  issues  facing  business  in  the  region.  APEC  provides  a  forum  in  which  our 
governments  can  engage  one  another  in  constructive  discussions  -  not  destructive 
confrontations. 

Fourth,  APEC  offers  a  means  of  anchoring  the  United  States,  both  strategically  and  economically, 
in  the  region.  It  is  vital  for  the  US  and  for  American  business  that  United  States  is  seen  by  others 
in  the  Asia  Pacific,  and  those  outside  the  region,  to  be  fully  engaged. 

in  conclusion,  let  me  make  a  few  observations  about  APEC  and  the  Osaka  meetings.  There  is 
no  doubt  that  this  year  the  business  community  wants  to  see  action  -  not  more  words  --  from 
APEC.  Let  me  again  stress  that  it  is  the  practical  measures  --  such  as  I  mentioned  earlier  --  that 
will  be  the  yardsticks  by  which  I  believe  the  business  community  will  judge  APEC's  success  or 
failure  in  these  early  years. 

While  we  are  constantly  intoning  the  mantra  that  APEC  has  been  around  six  years  and  it  must 
do  something  this  year  or  it  will  lose  its  credibility;  the  converse  of  this  is  that  APEC  has  only 
been  around  six  years  and  look  how  far  it  has  come. 

Finally,  let  me  make  one  personal  observation  gleaned  from  the  PBF.  Today,  we  often  talk  of 
the  differences  between  the  Asian  and  western  cultures;  between  our  values;  and  between  our 
philosophies. 

This  is  usually  in  the  context  of  why  APEC  must  fail  or  why  the  east  and  the  west  cannot, 
ultimately,  work  together.  The  PBF  is  composed  of  34  people  from  different  cultures  and 
economic  backgrounds  and  outlooks.  Yet  we  all  learned  to  respect  each  other  and  each  others 
point  of  view.  We  learned  to  work  in  great  harmony.  And  in  the  true  APEC  spirit  of  consensus 
and  mutual  respect  we  produced  a  report  with  signatures  of  all  the  members. 

If  this  is  representative  of  how  we  will  work  with  the  Asia  Pacific,  then  1  am  truly  optimistic  about 
our  future. 

Thank  you. 
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Biographic  DhIh 

William  Hndde,  Jr. 

United  Stales  Amhassador  (Ret.) 


A  privace  consullaiiU  Ambassador  Dcxlde  has  lectured  widely  in  Hurope,  Asia,  and  llic  United  Slates.  Me  is 
tiie  author  of  numerous  articles  on  foreign  policy  and  intenialional  trade.  Me  is  President  of  WDJ 
ASSOC'IA  Tl-S,  Senior  Advisor  to  the  PatiTic  Basin  ixonoinic  Council,  United  Slates  Member  ("ommiiiec 
(PDF.C  U.S.),  Vice  Chairman  of  the  International  Advisory  {\)inmittec  of  Project  ASPIRIv,  member  of  the 
advisory  committee  to  Uie  Chairman  of  the  APtC  L-minent  Persons  Group,  and  a  member  of  the  U.S. 
Pacific  liconomic  Cooperalion  Council. 

As  a  United  Slates  Foreign  Service  Officer  (1962-1994),  Ambassador  Dodde  was  a  senior  policy  maker 
and  an  advisor  to  Presidents  Reagan  and  Bush,  and  successfully  managed  large  organizations.  Mis 
diplomatic  career  spanned  three  geographic  areas  of  specialization:  Europe,  Asia,  ;uid  the  Pacific  islands. 

Europe:  His  foreign  assignments  until  1977  were  as  a  political  officer  in  Vienna,  Stockholm,  Berlin,  and 
Bonn.  He  returned  to  Europe  in  198.1  as  Consul  General  in  l-rankfurt,  the  largest  Consulate  General  in  the 
world.  In  1986  he  returned  to  the  State  Department  where  he  served  as  Deputy  Assistant  Secretary  of  Slate 
for  European  and  Canadian  Affairs.  In  this  capacity  he  was  in  charge  of  relations  wiili  14  West  European 
nations,  including  the  two  Germanys. 

Asia:  In  November  1992  Ambassador  Bodde  was  named  the  first  Executive  Director  of  the  Asia  Pacific 
Economic  Cooperation  (APEC)  forum.  Arriving  in  Singapore  in  January  199.1,  Ambassador  Bodde  was 
charged  with  creating  a  fully  operating,  multi-cultural  international  organization  in  less  than  one  year.  He 
has  been  commended  for  this  accomplishment  by  the  Asia  Pacific  Foreign  and  Trade  Ministers  and  tlie 
U.S.  Secretary  of  State.  He  wrote  a  book  about  the  experience  titled:  The  View  From  The  19'"  Floor: 
Reflections  of  the  First  APEC  Executive  Director  published  by  tiie  Institute  of  Southeast  Asia  Studies  in 
Singapore. 

Pacific  Islands:  In  1978  he  became  the  first  State  Department  Director  of  Pacific  Islands  Affairs.  Besides 
formulating  U.S.  policy  towards  the  Pacific  Island  nations,  he  served  as  the  Stale  Deparunent's  .senior 
representative  to  the  Micronesian  Political  Status  Negotiations.  In  1980  President  Carter  named  him 
Ambassador  to  Fiji,  Tonga,  and  Tuvalu  and  Minister  Extraordinary  and  Plenipotentiary  to  Kiribati  as  well 
as  the  United  States  Representative  to  the  South  Pacific  Commission.  He  left  Fiji  in  1982  for  Honolulu, 
Hawaii  to  serve  as  the  first  Diplomat  in  Residence  at  The  East-West  Center.  In  1990,  President  Bush 
named  him  the  first  Ambassador  to  the  Republic  of  The  Marshall  Islands. 

Ambassador  Bodde  has  taught  at  the  graduate  school  of  the  University  of  Hawaii  and  has  served  as  Senior 
Advisor  for  Policy  Planning  in  the  State  Department's  Bureau  of  Oceans,  International  Environment,  and 
Science  Affairs.  He  has  received  two  superior  honor  awards  from  the  Department  of  State  and  a 
Presidential  Award.  The  Hofstra  Alumni  Association  has  honored  with  him  two  successive  distinguished 
alumni  awards.  He  has  also  received  a  special  medal  from  the  German  Confederation  of  Chambers  of 
Commerce  for  his  efforts  to  bring  Ckrman  and  American  business  people  together. 

William  Bodde,  Jr.  was  bom  November  27,1931  in  Brooklyn,  New  York.  He  received  a  BA  in  History  and 
Political  Science  from  Hofstra  College  and  an  MPPA  from  the  Johns  Hopkins  School  of  Advanced 
International  Studies.  He  served  in  the  U.S.  Army  overseas  from  1951-54.  Before  joining  the  Foreign 
Service  in  1962  he  spent  a  year  as  a  policy  analyst  in  the  Housing  and  Home  Finance  Agency  and  from 
1954  to  1961  he  worked  for  Newsday  Inc.  He  is  married  to  the  former  Ingrid  Oberle  of  Worms,  Germany. 
They  have  a  daughter  and  two  sons.  Both  sons  are  United  States  Foreign  Service  Officers. 
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Statement  before 

the  Subcommittee  on  Asia  and  the  Pacific 

and 

the  Subcommittee  on  Economic  Policy  and  Trade 

of  the  House  International  Relations  Committee 

by 

The  Honorable  William  Bodde,  Jr. 

Senior  Advisor,  Pacific  Basin  Economic  Council, 

United  States  Member  Committee 

November  9,  1995 


Thank  you,  Mr.  Chairman,  for  the  opportunity  to  appear  before  the 
joint  hearing  of  the  Subcommittee  on  Asia  and  the  Pacific  and  the 
Subcommittee  on  International  Economic  Policy  and  Trade  to  review  the  U.S. 
participation  in  the  Asia  Pacific  Economic  Cooperation  (APEC)  forum  and 
the  current  state  of  the  negotiations  to  draft  an  action  agenda  to  implement  the 
Bogor  Declaration.  As  you  can  see  by  the  biographical  data  supplied  to  the 
Subcommittees,  I  am  a  retired  American  Ambassador  who,  in  1993,  served  as 
the  first  Executive  Director  of  APEC.  I  am  appearing  today  in  my  capacity  as 
Senior  Advisor  to  the  U.S.  Member  Committee  of  the  Pacific  Basin 
Economic  Council  (PBEC  U.S.);  however,  the  opinions  expressed  are  my 
own. 

Founded  in  1967,  The  Pacific  Basin  Economic  Council,  the  oldest 
private-sector,  Asia-Pacific  regional  business  organization,  is  devoted  to 
expanding  trade  and  investment  throughout  the  Pacific  Basin.  Today,  PBEC 
represents  1200  companies  in  18  countries  on  four  continents.  The  Chairman 
of  PBEC  U.S.  is  Mr.  Gary  Tooker,  Vice  Chairman  and  CEO  of  Motorola, 
Inc. 

PBEC  has  been  a  broad-based  voice  of  business  in  the  Asia  Pacific 
region  for  almost  three  decades  and  has  always  welcomed  the  opportunity  to 
cooperate  closely  with  other  organizations  to  improve  the  economic 
conditions  of  the  region.  When  one  looks  at  the  enormous  economic  progress 
in  die  Asia  Pacific  countries  in  the  last  28  years,  it  is  evident  that  the  private 
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sector  has  played  a  critical   role  in  improving  the  lives  of  the   people  of  tlie 
region. 

The  Pacific  Basin  Economic  Council  has  been  a  strong  supporter  of 
APEC  since  it  was  founded  in  1989.  The  PBEC  International  Secretariat, 
located  in  Hawaii,  and  PBEC  Member  Committees  have  made  significant 
contributions  to  APEC's  work  in  areas  such  as  foreign  direct  investment, 
food  labeling,  and  the  environment.  A  number  of  the  participants  in  tlie 
Pacific  Business  Forum  (PBF),  the  ad  hoc  business  group  set  up  at  the  First 
Leaders  Meeting  in  Seattle  to  advise  APEC.  are  members  of  PBEC.  including 
the  PBF  Co-Chairman  Les  McCraw,  Chairman  and  CEO  of  Fluor 
Corporation. 

To  further  strengthen  interaction  between  the  private  sector  and 
APEC,  the  Pacific  Basin  Economic  Council  held  an  international  business 
sympo.sium  to  coincide  with  the  APEC  meetings  in  Jakarta  last  year.  The 
symposium  provided  an  excellent  vehicle  for  businessmen  and  women  from 
the  Pacific  basin  to  share  their  vision  for  the  future  of  the  region  with  APEC 
ministers  and  senior  officials.  This  year,  PBEC  will  hold  a  business 
symposium  in  Osaka  jointly  with  the  Pacific  Economic  Cooperation  Council 
(PECC)  to  complement  the  APEC  meetings. 

In  May  1996,  PBEC  will  hold  its  annual  International  General  Meeting 
in  Washington  D.C.  The  theme  will  be  "  Beyond  Rhetoric;  Implementing 
Free  Trade  and  Investment  in  the  Pacific  Region."  We  expect  over  a  thousand 
delegates  to  participate  in  the  three  day  meeting  ,  including  a  number  of 
chiefs  of  state  and  heads  of  government,  trade  and  foreign  ministers,  business 
leaders,  journahsts  and  academics.  President  Clinton  has  agreed  to  give  the 
opening  address  and  Prime  Minister  Mahathir  of  Malaysia,  President  Ramos 
of  the  Philippines,  and  President  Zedillo  of  Mexico  are  committed  to  speak; 
and  we  expect  other  Pacific  leaders  will  do  so  as  well.  PBEC  will  invite  tiie 
Republican  candidate  for  President  as  we  get  closer  to  the  event.  The  PBEC 
IGM  promises  to  be  one  of  the  largest  gatherings  of  Asia-Pacific  business 
and  government  leaders  ever  to  take  place  in  Washington. 

I  have  continued  to  follow  APEC  developments  closely  since  I 
returned  to  the  United  States  from  the  APEC  Secretariat  at  the  end  of  1993.  I 
wrote  a  book.  The  View  From  The  J 9th  Floor:  Reflections  of  the  first  APEC 
Executive  Director,  about  my  experiences  in  setting  up  the  APEC  Secretariat 
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in  Singapore.  It  was  a  very  rewarding  challenge  to  set  up  a  small  but 
effective,  multi-cultural  international  organization  that  was  financially 
accountable.  In  addition  to  my  work  at  PBEC  U.S.,  I  serve  as  Vice  Chairman 
of  the  International  Advisory  Board  of  Project  ASPIRE,  an  educational 
organization  that  helps  bring  together  ASEAN  students  in  the  Untied  States 
with  multinational  and  national  corporations  in  the  United  Stales  and  in  the 
region.  I  am  on  the  advisory  committee  of  Dr.  C.  Fred  Bergsten,  the 
Chairman  of  the  Eminent  Persons  Group  and  fellow  witness  today.  I  am  also 
President  of  WBJ  Associates. 

Turning  to  the  Asia  Pacific  Economic  Cooperation  forum  and  the  state 
of  negotiations  to  draft  an  action  agenda  to  implement  the  Bogor  Declaration 
which  called  for  free  trade  and  investment  in  the  region  by  2020.  I  believe 
that  APEC  faces  a  critical  challenge  in  Osaka.  /       .    t 

The  challenge  is  "comprehensiveness"  -  whether  the  Bogor  goal  of 
free  trade  and  iiiyestment  in  the  region  by  2020  includes  all  goods  and 
services.  Japan,  Cfiina,  Taiwan  and  Korea  have  found  making  concrete 
commitments  including  all  goods  and  services  very  difficult  because  of 
opposition  fi-om  strong  and  vocal  agricultural  interests  at  home.  They  are 
proposing  an  escape  clause  in  the  Action  Agenda  for  so-called  sensitive 
economic  sectors.  The  other  14  APEC  members  led  by  the  United  States  and 
Australia  oppose  the  idea  of  exempting  sensitive  sectors.  The  preparatory 
meetings  of  APEC  Senior  Officials  were  unable  to  reach  consensus  on  the 
issue,  and  it  is  expected  to  come  before  the  Ministerial  Meeting  in  Osaka.  It 
is  far  from  certain  that  the  Ministers  will  be  able  to  resolve  the  dispute,  and  it 
may  go  to  the  Leaders  Meeting  for  resolution. 

The  issue  is  critical  because  if  an  exception  is  made  for  "sensitive 
sectors."  the  free  trade  and  investment  commitment  could  well  unravel  in  the 
future  as  other  pressure  groups  in  other  APEC  economies  press  their 
governments  to  opt  out  of  certain  sectors.  Prime  Minister  Paul  Keating  of 
Australia  has  characterized  the  Osaka  meetings  as  "High  Noon"  for  APEC. 
This  may  be  a  bit  overdone,  but  permitting  such  an  escape  clause  sets  a 
dangerous  precedent,  and  therefore  the  United  States  and  other  free  trade 
supporters  must  press  Japan  to  give  in  on  this  issue.  If  Japan  drops  the  issue, 
the  others  are  likely  to  follow.  It  would  not  bode  well  for  APEC  if 
backsliding  were  permitted  from  the  very  beginning.  Even  if  the  U.S.  is 
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successful  in  fighting  back  the  forces  of  protectionism  in  APEC  this  time, 
such  attempts  are  bound  to  surface  again  in  the  future. 

Japan  has  been  trying  to  rewrite  the  Bogor  Declaration  since  taking  the 
chair  of  APEC  at  the  beginning  of  the  year,  and  they  are  not  alone.  In  the  best 
of  times  it  would  be  very  difficult  for  the  Japanese  government  to  make  the 
necessary  commitments  required  to  reach  free  trade  and  investment  by  2020. 
At  a  time  when  Japan  is  plagued  by  weak  political  leadership,  a  powerlul 
bureaucracy  that  is  resistant  to  opening  Japan's  markets,  and  a  tenacious 
recession,  it  will  require  considerable  peer  pressure  to  move  the  Japanese  on 
this  issue.  At  the  beginning  of  the  year,  Japan  attempted  to  change  the  focus 
of  APEC  from  trade  liberaUzation  to  development  aid  with  its  "Partnership 
For  Progress"  proposal.  Japan,  holding  huge  foreign  reserves,  finds  it  easier 
to  give  aid  to  developing  countries  (which  also  promotes  Japanese  exports) 
than  opening  its  markets  to  imports.  The  other  APEC  membeis  rejected  a 
central  role  for  the  "Partnership"  but  have  permitted  it  to  remain  in  the  Action 
Agenda. 

Another  complicating  factor  is  that  China  is  undergoing  historic 
political  and  economic  change.  None  of  Deng  Xiaoping's  potential  successors 
wants  to  be  seen  as  championing  exposing  the  Middle  Kingdom  to  unlimited 
free  trade  and  investment.  Korea  and  Taiwan,  both  with  politically  important 
agricultural  sectors,  want  to  avoid  a  bruising  battle  at  home. 

It  is  difficult  for  APEC,  an  organization  that  requires  consensus  to 
make  decisions,  to  settle  the  dispute,  but  it  will  be  all  but  impossible  if 
President  Clinton  does  not  attend  the  Osaka  meeting.  There  is  speculation 
that  the  budget  dispute  between  the  Administration  and  Congress  will  keep 
the  President  in  Washington.  If  he  does  not  attend  the  Leaders  Meeting, 
Japan  and  others  will  claim  that  his  absence  reflects  a  lack  of  commitment  to 
the  Bogor  goals  and  they  will  try  and  dilute  the  free  trade  goal.  Keating  and 
company  will  need  all  they  can  get  to  convince  Japan  and  the  others  to  drop 
the  escape  clause. 

Even  if  the  Japanese  and  their  allies  drop  the  exception  for  sensitive 
sectors,  Osaka  will  not  match  the  achievement  of  Bogor  for  drama  or  the 
ground  breaking  quality  of  Seattle.  That  was  to  be  expected,  but  the  Action 
Agenda  that  will  be  presented  in  Osaka  should  serve  to  preserve  the 
momentum  towards  2020.    The  so  called  "down  payments"  of  accelerated 
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Uruguay  Round  implementation  will  be  less  than  originally  hoped.  The  trade 
facilitation  measures  will  be  modest,  and  it  is  not  likely  that  businessmen  and 
women  will  find  much  to  be  excited  about. 

Some  issues  remain  contentious,  or  at  least  unresolved.  The  question 
of  extending  free  trade  liberalization  measures  taken  by  APEC  to  non- 
member  nations  on  an  MFN  basis  has  not  been  fully  resolved  .  The  U.S.  and 
some  others  believe  that  to  do  so  would  create  a  free-rider  problem,  while 
some  of  the  APEC  members  believe  that  APEC's  professed  "open 
regionalism"  requires  APEC  to  extend  all  benefits  on  an  MFN  basis.  As  of 
now,  it  will  be  left  to  each  member  to  extend  the  benefits  as  they  wish,  but 
this  too  is  likely  to  be  raised  again  in  the  future 

I  expect  that  the  Eminent  Persons  Report  will  be  accepted  without 
endorsing  all  the  recommendations,  and  the  same  can  be  expected  for  the 
Pacific  Business  Forum's  report.  Both  groups  have  reached  the  end  of  their 
mandates,  and  most  likely  they  will  go  out  of  business  after  Osaka.  However, 
nothing  is  more  permanent  than  the  temporary,  so  they  could  get  a  new  lease 
on  life  if  one  or  more  of  the  APEC  members  feel  strongly  about  keeping 
them  in  business.  The  suggested  organizational  structure  for  the  business 
advisory  group  proposed  by  the  Pacific  BavSin  Forum  is  not  much  different 
than  the  forum  itself  (  i.e.  two  or  three  members  from  each  economy  plus  a 
seat  for  such  regional  organizations  as'PBEC  and  PECC)  but  there  is  great 
resistance  among  the  APEC  Senior  Officials  to  having  APEC  fund  a  private 
business  organization. 

What  is  bkely  to  happen  at  Osaka,  and  what  will  it  mean  for  APEC's 
future?  1  believe  that  if  the  14  members  in  favor  of  "comprehensiveness" 
maintain  solidarity  (and  assuming  President  Clinton  attends)  and  they  hold 
firm  on  the  principle,  peer  pressure  will  force  Japan  and  the  other  three  to 
give  in.  Other  hopeful  signs  are  that  President  Suharto  has  considerable 
prestige  invested  in  the  Bogor  Declaration  and  would  not  want  to  see  it 
discarded  or  diluted.  Prime  Minister  Keating  has  made  APEC  the  centerpiece 
of  Australian  foreign  policy  and  to  lose  on  comprehensiveness  would  be  a 
real  political  blow  to  him  on  the  eve  of  a  tough  reelection  campaign. 
President  Clinton  got  the  whole  thing  started  in  Seattle.  Therefore,  all  three 
leaders  can  be  expected  to  fight  hard  for  comprehensiveness. 
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How  does  the  APEC  balance  sheet  look  after  six  years?  A  balanced 
judgment  about  the  young  organization  has  been  made  difficult  by  the  inflated 
expectations  generated  by  some  APEC  supporters,  who  have  promised  too 
much  too  soon.  This  has  led,  especially  in  the  business  community,  to 
frustration  at  not  seeing  any  concrete,  bottom-line  results  from  APEC  to  date. 
At  the  other  end  of  the  spectrum,  APEC's  critics  who  doubt  the  Asians" 
commitment  to  free  trade  are  quick  to  write  off  APEC  before  it  has  had  a 
chance  to  prove  itself. 

In  terms  of  trade  or  other  economic  benefits,  it  is  still  the  potential  of 
APEC  that  holds  the  most  promise.  APEC  is  still  primarily  a  "talk  shop,"_aiKl^ 
it  will  be  a  few  years  until  we  see  concrete  and  practical  results.  At  the  same 
U^me,  there  rernafn^ompeTting  reasons  for  the  United  States  to  lake  an  active 
role  in  APEC.  They  are:  (1.)  In  the  post-cold  war  period  when,  for  budgetary 
and  political  reasons,  the  American  military  presence  is  being  reduced  in  Asia 
and  elsewhere  in  the  world,  it  is  important  that  the  United  States  reinain  an 
active  participant  in  Asia  though  APEC;  (2.)  It  serves  United  States  interest 
to  be  part  of  an  organization  that  encompasses  the  largest  and  most  dynamic 
economies  in  the  world;  and  (3.)  The  United  States  can  have  much  more 
influence  inside  the  organization,  and  as  an  active  participant  can  help  shape 
the  eventual  form  of  APEC.  Down  the  road.  APEC  will  make  decisions  that 
will  impact  directly  on  the  U.S.  economy  and,  in  my  view,  we  can  not  afford 
to  be  on  the  outside. 
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Commerce.  He  is  responsible  for  the  formulation  and  implementation  of  the  Chamber's 
poUcy  positions  on  Lntemational  economic  and  trade  issues  confronting  the  U.S.  business 
community.  He  also  serves  as  Vice  President  of  the  Center  for  Lntemational  Private 
Enterprise,  a  Chamber  affiliate  dedicated  to  assisting  emerging  private  sector  and  market- 
oriented  groups  in  the  developing  world  to  establish  market-based  democratic  systems. 

Mr.  Workman  joined  the  U.S.  Chamber  in  1987  as  Deputy  Director  for  Policy  and  Programs 
in  the  International  Division.  Before  joining  the  Chamber,  he  was  the  Special  Negotiator 
for  International  Trade  Controls  at  the  U.S.  Department  of  State.  His  areas  of 
responsibility  included  national  security  and  foreign  policy  trade  controls;  multilateral  and 
bilateral  international  negotiations  on  controlling  strategic  trade;  and  the  review  of  exports 
of  strategic  goods  from  allied  coimtries  to  China,  the  Soviet  Union  and  its  allies. 

Prior  to  his  work  at  the  State  Department,  Mr.  Workman  was  Director  for  Strategic 
Planning  and  Policy  at  the  Bureau  of  Export  Administration  in  the  U.S.  Department  of 
Commerce.  In  that  capacity,  he  was  responsible  for  foreign  policy-based  expon  controls; 
all  export  control  regulations;  policy  reviews  for  supercomputer,  missile  technology  and 
chemical  warfzire  exports;  and  a  general  evaluation  of  the  effectiveness  of  U.S. re-export 
controls. 

While  at  Commerce,  Mr.  Workman  was  also  the  Senior  Policy  and  Program  Analyst  to  the 
Assistant  Secretary  of  Commerce  for  Trade  Administration  and  dealt  with  anti-dimiping  and 
countervaihng  duty,  antiboycott,  foreign  trade  zone  and  special  import  programs  as  well  as 
export  licensing  and  enforcement  programs. 

Mr.  Workman  served  in  the  U.S.  Customs  Service  where  he  was  involved  in  operations 
planning  for  then  Vice  President  Bush's  South  Florida  Task  Force  on  Drug  Interdiaion  and 
the  development  of  the  1982  Federal  Drug  Enforcement  Strategy. 

From  1974  to  1980,  Mr.  Workman  held  various  program  and  management  positions  at  the 
U.S.  Department  of  Justice's  Law  Enforcement  Assistance  Administration.  This  agency 
administered  an  annual  budget  of  $900  milUon  in  block  and  direct  federal  grants  to  state 
and  local  governments. 

Mr.  Workman  was  honorably  discharged  from  the  U.S.  Navy  where  he  was  a  linguist  and 
intelligence  analyst  in  the  Naval  Security  Group.  He  is  a  graduate  of  the  Archmere 
Academy  and  holds  a  Bachelor  of  Arts  degree  in  poUtical  science  from  Long  Island 
University.  During  his  fourteen  years  in  Federal  civil  service,  he  received  ten  outstanding 
performance  ratings  and  five  special  achievement  awards. 
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The  Chamber's  mission  is  to  advance  human  progress  through  an  economic. 

pohlical  and  social  system  based  on  individual  freedom, 

incentive,  initiative,  opportunity  and  responsibility. 
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The  U.S.  Chamber  of  Commerce  is  the  world's  largest  federation  of  businesses  and 
associations  and  is  the  principal  spokesman  for  the  American  business  community.  It 
represents  more  than  215,000  businesses  and  organizations,  including  3,000  local  and  state 
chambers  of  commerce,  1,200  trade  and  professional  associations,  75  American  Chambers  of 
Commerce  abroad,  and  six  bilateral  international  business  councils. 

More  than  96  percent  of  the  Chamber's  members  are  small  businesses  with  fewer  than 
100  employees,  71  percent  of  which  have  fewer  than  10  employees.  Yet.  virtually  all  of  the 
nation's  largest  companies  are  also  actixe  members.  We  are  particularly  cognizant  of  the 
problems  of  smaller  businesses,  as  well  as  issues  facing  the  business  community  at  large. 

Besides  representing  a  cross-section  of  the  American  business  community  in  terms  of 
number  of  employees,  the  Chamber  represents  a  wide  management  spectrum  by  type  of 
business  and  location.  Each  major  classification  of  American  business  —  manufacturing, 
retailing,  services,  construction,  wholesaling,  and  finance  —  numbers  more  than  10,000 
members.  Yet  no  one  group  constitutes  as  much  as  32  percent  of  the  total  membership. 
Further,  the  Chamber  has  substantial  membership  in  all  50  states. 

The  Chamber's  international  reach  is  substantial  as  well.  It  believes  that  global 
interdependence  provides  an  opportunity,  not  a  threat.  In  addition  to  the  75  American 
Chambers  of  Commerce  abroad,  an  increasing  number  of  members  are  engaged  in  the  export 
and  import  of  both  goods  and  services  and  have  ongoing  investment  activities.  The  Chamber 
favors  strengthened  international  competitiveness  and  opposes  artificial  U.S.  and  foreign 
barriers  to  international  business. 

Positions  on  national  issues  are  developed  by  a  cross-section  of  Chamber  members 
serving  on  committees,  subcommittees,  and  task  forces.  Currently,  some  1,800  business  people 
participate  in  this  process. 
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I  am  Willard  Workman,  Vice  President,  International,  of  the  U.S.  Chamber  of  Commerce. 
I  appreciate  this  opportunity  to  present  the  Chamber's  views  on  U.S.  participation  in  the  Asia 
Pacific  Economic  Cooperation  (APEC)  process  and  on  the  draft  action  agenda  to  implement  the 
commitments  expressed  in  the  Bogor  Declaration. 

Regional  Opportunities 

Chamber  member  companies  are  excited  by  the  business  opportunities  in  the  Asia 
Pacific.  The  region  includes  many  of  the  world's  fastest-growing  economies,  and  exports  to  Asia 
support  over  three  million  American  jobs.  In  1994,  growth  in  the  People's  Republic  of  China 
exceeded  1 1  percent,  while  Thailand  has  sustained  growth  over  7.5  percent  for  nearly  a  decade. 
By  1994,  per  capita  GDP  measured  in  purchasing  power  parity  had  risen  to  over  $20,000  in 
Japan  and  Hong  Kong,  over  $16,000  in  Singapore  and  Australia  and  over  $8,000  in  Malaysia, 
South  Korea  and  Taiwan.  In  the  PRC,  the  Philippines  and  Indonesia,  it  is  rapidly  approaching 
the  $3,000  mark.  This  rapid  transformation  presents  exciting  opportunities  for  trade  and 
investment  in  areas  that  match  our  competitive  strengths  in  technology  and  infrastructure. 
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Pacific  Rim  growth  has  been  based  on  exports  into  the  open  U.S.  market.  In  1994,  U.S. 
imports  from  the  region  exceeded  S270  billion,  over  $100  billion  more  than  our  exports  to  the 
same  countries.  Our  bilateral  trade  deficit  with  the  PRC  reached  nearly  $30  billion  in  1994,  and 
the  1994  deficit  with  Japan  exceeded  $65  billion.  The  regional  trade  imbalance  has  been 
exacerbated  by  problems  with  market  access.  In  Northeast  Asia,  the  development  model  of 
choice  has  been  export-oriented  production,  with  highly  protected  domestic  markets  secured 
behind  trade  barriers,  including  import  restrictions  and  high  tariffs.  This  model  powered  the 
rapid  postwar  development  of  Japan,  and  it  was  successfully  copied  in  Korea,  Taiwan,  and  now 
PRC. 

The  Liberalization  Agenda 

Many  Asia  Pacific  nations  recognize  that  the  Northeast  Asian  model  has  built-in 
inefficiencies  that  eventually  restrict  economic  growth  if  the  domestic  market  remains  closed. 
Both  Korea  and  Taiwan  were  forced  to  take  steps  to  open  their  economies  in  order  to  attract  new 
technology  and  remain  competitive  in  international  markets.  After  a  painful  period  of  economic 
stagnation  in  the  late  1980s  and  early  1990s,  domestic  policy  reforms  unlocked  Korea's  economy 
by  facilitating  overdue  economic  transformation.  While  far  from  complete,  Korea's  market 
reforms  have  generated  significant  growth  in  bilateral  trade.  An  even  more  dramatic  example  of 
economic  transformation  is  that  of  New  Zealand,  which  over  the  past  decade  has  completely 
weaned  its  economy  from  production  subsidies  and  market  protection.  Unilateral  tariff 
reduction  and  dismantling  of  the  highly  restrictive  import  licensing  program  were  key  elements 
of  that  reform  program.  Recognition  of  the  benefits  of  economic  liberalization  is  at  the  base  of 
regional  commitment  to  the  APEC  process. 
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But  throughout  the  region,  economic  development  has  also  sustained  the  growth  of 
powerful  vested  interests  that  oppose  reform  and  trade  liberalization.  These  strong  voices  for  the 
status  quo  make  it  difficult  to  drop  import  barriers  in  key  sectors  and  nearly  impossible  to  open 
markets  for  agricultural  products.  While  the  U.S.  continues  to  pursue  an  aggressive  agenda  in 
bilateral  markets,  APEC  is  an  alternative  mechanism  that  may  be  more  politically  palatable 
because  it  is  based  on  collective  goodwill.  At  a  minimum,  APEC  is  an  opportunity  to  reinforce 
the  awareness  that  reform  is  in  each  member's  self  interest.  The  U.S.  Chamber  of  Commerce 
believes  that  APEC  can  be  an  important  instrument  for  promoting  free  and  fair  trade  and 
investment  and  for  making  governmental  policies  more  business-friendly. 

APEC's  Potential 

The  goals  embraced  by  the  leaders  of  APEC  in  the  Bogor  Declaration  of  November  1994 
describe  a  world  of  enormous  potential  for  Chamber  members.  If  the  APEC  process  does,  in 
fact,  achieve  the  goal  of  "free  and  open  trade"  in  the  region  by  2020  (and  2010  in  the  case  of 
developed  countries),  and  provided  such  free,  open  trade  is  also  fair,  small  and  medium-sized 
companies  in  all  APEC  countries  will  be  able  to  pursue  new  markets  and  new  customers 
throughout  the  fastest-growing  region  of  the  world.  In  a  very  real  sense,  the  Asia  Pacific  region 
would  be  transformed  into  a  single  market,  free  of  the  stubborn  and  exhausting  problems  of 
administrative  integration  faced  in  the  European  Union.  While  the  APEC  vision  seems 
impossibly  ambitious,  the  Chamber  believes  that  the  enormous  potential  of  APEC  justifies  a  real 
commitment. 
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But  we  cannot  build  free,  open  and  fair  trade  on  vision  alone.  Business  support  for  the 
APEC  process  depends  upon  there  being  very  real  and  concrete  progress  in  the  short  term.  The 
U.S.  Government  must  be  aggressive  in  ensuring  that  a  specific  program  for  achieving  Bogor 
goals  is  articulated  in  the  Osaka  Action  Agenda.  Only  a  detailed  and  comprehensive  plan  for 
liberalizing  trade  and  investment  will  ensure  continued  U.S.  business  and  Congressional  support 
for  the  initiative. 

Private  Sector  Participation  in  APEC 

The  U.S.  Chamber  views  active  private  sector  participation  in  the  APEC  process  as 
critical  to  its  legitimacy  and  ultimate  success.  The  Chamber  commends  the  United  States 
Government  for  the  steps  it  has  taken  to  ensure  private  sector  participation  in  the  formulation  of 
U.S.  policy  on  APEC  issues  and  in  APEC  working  groups.  Active  involvement  of  the  private 
sector  helps  to  ensure  that  the  APEC  agenda  is  meaningful  to  business.  At  the  same  time,  the 
active  support  of  the  private  sector  helps  to  build  a  consensus  in  favor  of  trade  liberalization 
within  all  APEC  economies.  Continued  private  sector  participation  is  vital  to  the  success  of 
APEC  and  we  welcome  an  expanded  role  for  the  private  sector  at  every  level  of  APEC  activity. 

The  Chamber  recognizes  that  U.S.  representatives  to  the  Pacific  Business  Forum  have 
committed  significant  resources.  However,  we  do  not  believe  that  any  two  individuals 
representing  only  two  U.S.  companies  can  adequately  reflect  the  diverse  interests  of  U.S. 
business.  It  is  not  clear  that,  as  a  permanent  institution,  the  proposed  APEC  Business  Council 
(ABC)  offers  any  benefits  to  compensate  for  this  deficiency. 
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Our  government  needs  to  reach  out  to  more  U.S.  firms  and  involve  them  as  stakeholders 
in  APEC,  in  order  to  build  a  stronger  domestic  constituency  for  APEC.  This  will  not  happen 
until  the  vision  of  Bogor  is  translated  into  a  concrete  agenda,  but  it  also  requires  that  the  agenda 
include  measures  that  will  make  it  easier  in  the  short  term  for  U.S.  companies  to  do  business. 
Our  members  want  to  see  practical  results  before  they  sign  on  to  the  APEC  approach. 

An  APEC  Agenda  That  Means  Business 

The  U.S.  Chamber  believes  that  progress  in  APEC  should  be  judged  against  fundamental 
principles: 

•  Comprehensive  coverage,  with  no  exclusions  for  sensitive  sectors; 

Anything  less  than  comprehensive  coverage  will  pander  to  the  special  interests  in 
each  economy  and  hold  APEC  down  to  the  lowest  common  denominator.  Once 
the  principle  of  comprehensive  coverage  is  weakened,  APEC  discussion  will 
center  on  what's  NOT  included. 

•  Common  start  date  and  uniform  progress; 

The  Bogor  goals  are  ambitious  enough  to  present  problems  for  almost  every 
APEC  economy.  Only  a  common  start  date  and  uniform  progress  will  preserve 
unity  of  purpose  and  result  and  ensure  broad  commitment  to  the  program. 

•  GATTAVTO  consistency; 

The  Chamber's  long-term  commitment  to  the  multilateral  process  of  GATT/WTO 
is  unshakable,  and  no  action  should  be  taken  in  APEC  that  violates  this 
fundamental  principle 
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•  Standstill  commitment; 

There  can  be  no  question  of  backsliding  on  any  aspect  of  trade  relations  covered 
by  APEC  if  the  spirit  of  collective  action  is  to  be  preserved. 

•  Balanced  and  comparable  commitments; 

The  APEC  process  cannot  afford  free  riders.  While  APEC  is  not  a  traditional 
negotiating  structure,  it  must  involve  fair  and  equitable  commitment  by  all  parties. 

•  Harmonization  toward  the  highest  possible  standards; 

The  goal  articulated  in  the  Bogor  Statement  represents  a  commitment  to 
convergence  and  evolution  towards  uniform  standards.  If  harmonization  is  not 
upwards  towards  the  highest  standards,  the  APEC  process  will  cause  standards  to 
deteriorate  in  some  countries.  This  would  be  unacceptable  to  U.S.  business. 

•  Deregulation  to  promote  competition  and  stimulate  growth. 

Deregulation  has  been  shown  to  be  the  key  to  dynamic  growth  in  country  after 
country,  but  established  interest  groups  in  many  APEC  nations  resist  beneficial 
reforms.  Coordinated  region-wide  commitment  to  deregulation  should  be  one  of 
APEC's  deepest  commitments. 

Finalizing  the  APEC  Action  Agenda 

In  the  view  of  the  Chamber,  the  lead  up  to  Osaka  has  presented  a  taste  of  the  difficult 
challenges  ahead.  Our  hopes  and  aspirations  for  action  this  year  have  been  tempered  by 
recognition  that  some  APEC  partners  may  not  be  ready  to  move  promptly  on  implementing  the 
Bogor  vision.  We  should  not  let  the  resistance  of  bureaucrats  and  entrenched  interests  sidetrack 
an  initiative  that  holds  such  promise  for  economic  growth  and  that  has  the  personal  commitment 
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of  regional  leaders. 

There  may  have  been  confusion  about  the  ability  of  this  Administration  to  deliver 
meaningful  changes  in  U.S.  policy  in  the  absence  of  either  negotiating  authority  or  tariff 
proclamation  authority.  As  one  of  the  region's  most  open  economies,  the  U.S.  has  less  room  for 
movement  on  market  access  and  tariff  rates,  but  our  APEC  partners  should  not  be  misled  about 
our  commitment  to  the  goals  articulated  at  Bogor. 

The  Importance  of  Fast-Track  Negotiating  Authority 

The  U.S.  will  not  be  able  to  provide  real  leadership  in  the  APEC  process  until  the 
President  has  authority  to  negotiate  changes  in  trade  law  under  the  fast-track  process.  The 
Chamber  strongly  supports  Congressional  renewal  of  fast-track  negotiating  authority.  While 
negotiating  objectives  associated  with  that  authority  should  be  limited  to  commerce,  fast-track 
negotiating  authority  should  be  extended  without  specifying  any  particular  geographic  focus 
because  it  is  in  the  interest  of  U.S.  business  to  negotiate  improved  market  access  and  reduced 
barriers  to  trade  wherever  limitations  exist. 

APEC  in  Context 

The  U.S.  Chamber  recognizes  that  APEC  is  only  one  of  many  tools  for  achieving  U.S. 
economic  objectives  in  the  Asia  Pacific.  Bilateral  trade  negotiations  and  multilateral  processes 
of  the  World  Trade  Organization  remain  important  instruments  for  achieving  progress  on  market 
access,  and  the  Chamber  will  continue  to  place  the  highest  priority  on  full  implementation  of 
existing  agreements  on  market  access  in  Japan  and  protection  of  intellectual  property  in  China. 
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The  U.S.  Chamber  remains  optimistic,  nevertheless,  that  the  cooperative  efforts  underway  in 
APEC  will  result  in  concrete  progress  in  the  areas  detailed  above  and  make  it  easier  for  U.S. 
companies  to  conduct  business  in  the  region. 

This  concludes  my  formal  presentation.  A  copy  of  the  APEC  policy  statement  adopted 
by  the  Chamber  Board  of  Directors  is  attached.  I  would  be  pleased  to  respond  to  any  questions 
you  might  have. 
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STATEMENT  ON 
ASIA-PACIFIC  ECONOMIC  COOPERATION  (APEC) 

U.S.  CHAMBER  ENDORSES  APEC  GOALS: 

The  US  Chamber  of  Commerce  beheves  that  APEC  can  be  an  important  instrument  for 
promoting  free  and  open  trade  and  investment  among  the  world's  fastest  growmg  economies.  APEC  is 
emerging  as  an  important  forum  for  making  governmental  pvolicies  more  business  friendly  and  this  is  clearly 
in  the  interest  of  U.S.  business  and  workers. 

The  Chamber  recogmzes  that  APEC  is  only  one  of  many  tools  that  the  United  States  government 
must  utilize  to  achieve  our  overall  economic  objectives  in  the  Asia  Pacific.  It  remains  optimistic, 
nevertheless,  that  the  cooperative  efforts  underway  in  APEC  will  make  it  easier  for  US  companies  to 
conduct  business  in  the  region. 

In  November  1994,  APEC  leaders  declared  their  commitment  to  achieving  "free  and  open  trade"  in 
the  region  by  the  year  2020  in  the  case  of  developmg  countries  and  2010  in  the  case  of  developed  countnes. 
The  U.S.  government  must  be  aggressive  in  ensuring  progress  towards  the  goals  endorsed  in  the  Bogor 
Declaration  is  achieved  in  Osaka.  Only  a  detailed  and  comprehensive  plan  for  liberalizing  trade  and 
investment  will  ensure  continued  U.S.  business  and  Congressional  support  for  the  initiative. 

THE  U.S.  CHAMBER  STRONGLY  SUPPORTS 
PRIVATE  SECTOR  PARTICIPATION  IN  THE  APEC  PROCESS: 

The  U.S.  government  has  encouraged  strong  participation  in  APEC  and  continued  private  sector 
participation  in  the  APEC  process  is  vital  to  its  success.  The  U.S.  Chamber  of  Commerce  commends  the 
United  States  government  for  the  steps  it  has  taken  to  ensure  private  sector  participation  and  welcomes  an 
expanded  role  for  the  private  sector  within  the  APEC.  To  that  end,  the  U.S.  Chamber  submits  the 
following  views  on  APEC: 

PROGRESS  IN  APEC  SHOULD  BE  JUDGED  AGAINST 
THE  FOLLOWING  FUNDAMENTAL  PRINCIPLES: 

comprehensive  coverage,  with  no  exclusions  for  sensitive  sectors, 

common  start  date  and  uniform  progress; 

GATTAVTO  consistency; 

standstill  commitment; 

balanced  and  comparable  commitments, 

harmonization  toward  the  highest  possible  standards;  and 

deregulation  to  promote  competition  and  stimulate  growth. 
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THE  U.S.  MUST  APPROACH  THE  OSAKA  MEETING 
WITH  THE  FOLLOWING  GOALS  IN  MIND: 

•  Adoption  of  a  plan  of  concrete  steps,  to  be  taken  over  the  next  two-to-three  years,  for  &cilitating 
business  growth  and  achieving  lower  transaction  costs  in  the  region;  and 

•  Agreement  to  adopt  (no  later  than  the  Phillipines  1996  APEC  meeting,  hereinafter  Phillipines 
APEC  meeting  a  clear  and  comprehensive  Action  Agenda  for  free  and  open  trade  and  investment 
with  common  timetables  and  milestones. 

PRIORITY  ACTION  AGENDA  ELEMENTS: 

•  Acceleration  of  Uruguay  Round  Implementation 

Long-Term  Goals 

Full  implementation  of  the  Uruguay  Round  Agreement  no  later  than  2000  by  all  APEC  members. 

Osaka  Goals 

Agreement  on  immediate  and  specific  steps  to  accelerate  the  implementation  of  the  Uruguay  Round 
Agreement.  Such  steps  should  include  individual  action  plans  and  collective  action  plans  for 
accelerating,  deepening  or  expanding  the  Uruguay  Round  outcome  in  such  areas  as  trade-related 
intellectual  property  (TRIPs),  trade-related  investment  measures  (TRIMs),  tarifife  and  subsidies. 

•  Market  Access  (Tariffs  and  Nontariff  Measures) 

Long-Term  Goals 

Elimination  of  all  tariff  and  nontariff  barriers  in  the  region. 

Osaka  Goals 

Publication  of  a  comprehensive  list  of  currently  applied  tariff  rates  and  nontariff  barriers;  and 
adoption  of  an  agreement  that  by  Phillipines  APEC  meeting  a  process  and  time  schedule  will  be  in 
place  for  reduction  and  elimination  of  tariff  and  nontariff  measures. 

•  Small-and  Medium-Sized  Businesses 

Long-Term  Goals 

Reducmg  cost,  increasing  access  to  market  information  and  expanding  business  opportunities  for 
small-  and  medium-sized  enterprises  (SMEs). 

Osaka  Goals 

Implementation  of  immediate  steps  to  facilitate  information  dissemination  to  SMEs  including 
publication  of  "how  to"  handbooks  in  the  areas  of  intellectual  property  rights  (IPR),  export  finance, 
customs,  etc. 

•  Competition  Policy 

Long-Term  Goals 

(1)  Establishment  of  regional  competition  policy  which  acknowledges  that  definition  and 
implementation  of  competition  policy  is  under  active  consideration  in  other  regions  and,  as  such, 
has  global  commercial  implications;  (2)  elimination  of  all  business  practices  that  are 
anticompetitive. 
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Osaka  Goals 

Formal  recognition,  at  the  Osaka  APEC  meeting,  of  the  critical  importance  of  addressing  the  link 
between  competition  and  trade  policy;  identification  of  ways  to  promote  appropriate  competition 
policy/laws  by  each  member;  discussion  of  ways  to  harmonize  competition  policy /laws  of  APEC 
members;  and  identification  of  cooperative  and  unilateral  steps  to  be  taken,  by  the  Phillipines 
APEC  meeting,  to  ensure  deregulation  initiatives  are  accompanied  by  adequate  competition  policy 
provisions. 

Standards 

Long-Term  Goals 

Harmonization  of  domestic  standards  within  recognizable  international  standards  ensuring 
transparency  and  non-discrimination  for  all  APEC  Members. 

Osaka  Goals 

Identification  of  all  non-conforming  standards  and  agreement  to  review  economic  effects  of 
standards  on  trade  and  investment  in  the  region  by  Phillipines  APEC  meeting. 

Customs 

Long-Term  Goals 

Full  implementation  of  a  modem  customs  network  in  the  APEC  region  which  improves 
transparency,  minimizes  bureaucratic  delays  and  reduces  red-taj^e. 

Osaka  Goals 

Agreement  to  adopt  a  paperless  entry  system  in  the  region  by  1997,  and  identification  of  concrete 
steps  to  develop  a  modem  customs  network  in  the  APEC  region.  Such  steps  should  include: 
education  and  training  of  APEC  Member  customs  officers  on  ways  to  improve  customs  processing 
and  enforcement;  development  and  implementation  of  an  APEC  electronic  tariff  database;  and 
tangible  progress  toward  harmonization  of  customs  classifications. 

Investment 

Long-Term  Goals 

Adoption  of  a  world  class  investment  code  by  all  APEC  members  that  ensures  MFN  treatment  and 
national  treatment  and  is  based  on  the  highest  existing  standards  as  reflected  in  bilateral  investment 
agreements,  NAFTA,  and  the  Multilateral  Agreement  on  Investment  now  being  negotiated  in  the 
Organization  for  Economic  Cooperation  and  Development. 

Osaka  Goals 

Agreement  to  adopt  and  implement  a  plan  that  includes:  on-going  educational  symposiums  on  the 
need  and  benefits  of  investment  reform  and  deregulation,  steps  to  improve  transparency  and 
procedural  fairness;  concrete  steps  to  accelerate  movement  toward  a  non-discnminatory  investment 
environment  that  phases  out  exceptions  to  national  treatment  and  performance  requirements; 
annual  reviews  by  the  APEC  Secretariat  of  the  climate  for  investment  in  the  APEC  region;  and 
annual  reports  by  each  APEC  member  on  steps  taken  to  ensure  a  more  open  and  transparent 
m vestment  regime. 
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Intellectual  Property  Rights  Protection 

Long-Term  Goals 

Effective  and  non-discriminatory  enforcement  of  IPR  protection  and  harmonization  of 
internationally  recognized  standards  on  copyrights,  patents,  trademarks,  industrial  design  and  trade 
secrets. 

Osaka  Goals 

Agreement  to;  (1)  develop  and  implement  an  effective  enforcement  plan  by  Phillipines  APEC 
meeting;  (2)  implement  the  Trade  Related  Aspects  of  Intellectual  Property  Rights  (TRIPs) 
agreement  ahead  of  Uruguay  Round  timeframes;  and  (3)  have  pubUc  symposiums  on  ways  to 
improve  intellectual  property  protection  and  enforcement  in  the  region. 

Services 

Long-Term  Goals 

Substantially  improved  market  access  for  professional,  financial,  audio-visual  and  other  services. 

Osaka  Goals 

Identification  of  specific  measures  necessary  to  ensure  market  access  for  foreign  firms  and 
commitment  to  report  on  existing  restrictions  in  the  region  no  later  than  Phillipines  APEC  meeting. 

Government  Procurement 

Long-Term  Goals 

Adoption  of  the  Government  Procurement  Code  by  all  APEC  Members  no  later  than  2000,  and 

establishment  of  anti-bribery  guidelines  comparable  to  those  existing  in  other  forums  (e.g., 

OECD) 

Osaka  Goals 

Agreement  to  adopt  a  plan  by  Phillipines  APEC  meeting  that  includes:  concrete  steps  to  accelerate 
movement  toward  a  non-discriminatory,  transparent  government  procurement  environment  which  is 
based  on  national  treatment  and  phases  out  performance  requirements;  annual  pubUcation  in 
English  of  all  relevant  laws,  regulations,  and  administrative  guidelines  on  government  procurement; 
and  annual  reports  by  each  APEC  member  on  steps  they  have  taken  to  implement  these  government 
procurement  goals. 

Deregulation 

Long-Term  Goals 

Regulatory  transparency  and  elimination  of  all  trade  restricting,  unnecessary  or  burdensome 
regulatory  measures. 

Osaka  Goals 

Agreement  on  unilateral  and  regional  confidence-building  steps  toward  ensuring  transparency  of 
member's  resp>ective  regulation  regimes  and  eUmination  of  unnecessary  regulatory  measures.  Such 
steps  should  include:  agreement  to  identify  priority  areas  and  APEC  principles  for  deregulation  by 
Phillipines  APEC  meeting;  and  agreement  by  member  econcnnies  to  prepare  annual  reports  on 
deregulation  initiatives. 
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OTHER  ACTION  AGENDA  ELEMENTS: 

Dispute  Mediation 

Long-Term  Goals 

Adoption  of  an  open  and  transparent  regional  dispute  mediation  mechanism  for  assisting  in 
resolving  economic  disputes  between  private  parties  and  APEC  economies,  between  APEC 
economies,  and  between  private  parties  from  different  APEC  economies 

Osaka  Goals 

Agreement  to:  (1)  report  by  Phillipines  APEC  meeting  on  the  structure  and  potential  effectiveness 
of  an  alternative  dispute  resolution  (ADR)  mechanism  in  the  region;  (2)  organize  seminars  and 
training  sessions  promoting  the  use  of  an  ADR  mechanism  in  the  APEC  region,  and  (3)  issue  a 
comprehensive  report  by  Phillipines  APEC  meeting  examining  potential  issues  arising  from  the 
implementation  of  a  binding  alternative  dispute  settlement  mechanism  in  the  region. 

Rules  of  Origin 

Long-Term  Goals 

Simplification  and  harmonization  of  rules  of  origin  in  the  region  in  conformity  with  uitemationally 
agreed  upon  recognized  standards. 

Osaka  Goals 

Agreement  to  publish  Customs  Subcommittee  recommendations  on  rules  which  should  apply  in 
determining  origin  for  preferential  and  non-preferential  trade  by  Phillipines  APEC  meeting. 

Environment 

Long-Term  Goals 

Strengthened  regional  cooperation  among  government,  industry  and  environmental  groups  on 

important  environmental  issues  of  mutual  concern. 

Osaka  Goals 

Agreement  to  take  immediate  steps  to  improve  information  sharing  on  existing  environmental 

standards. 

Energy 

Long-Term  Goals 

Elimination  of  impediments  to  investment  in  the  energy  infrastructure  sector. 

Osaka  Goals 

Comprehensive  plan  for  region-wide  cooperation  on  &cilitating  investment  in  the  energy  sector; 
and  initiation  of  exchanges  between  the  government  and  private  sector  on  technical  issues  related  to 
infrastructure  development. 


U.S.  Chamber  of  Commerce  Page  5  of  6 


94 


MoveaKM  of  Peopte 

LMe-TcmGwfe 

,  aad  pajfSKMt  of  pasoBil  ■ooae  txx  b^r  Boa-fiEnnBat  icsdcBts  fion  olfaer  APEC 

t  of  visB-fiec  eatnt-  vnAn  ifae  eooBoniies  of  APEC, 
t  waWntM  ■  laBeaBcraDc  rsd  tape 

Osaka  GmIs 

t  to  adopt  b>'  (^aka  APEC  '"■^ffm^  coal  of  as  APEC-«'ide  bosinsss  Msa  "«>Klit^£ 
i  aad  prafessicBBl  pasons  to  oaer  fcr  dion  penod  of  times  odtsr  .\P£C  tsnitohes, 
iflfprocessesferftetiTirjrtnBfiiraadgiauLiugofboanHis  \T5a5  and  shart-tenn  work 
itif  ta^wmy^isas  far  MhUmJuc  and  a^nM  fill  inpshy  pragianis. 
AjjHXiw  I*  to  issae  a  q—piAeaswe  ftpatt  at  lite  HJipiaes  muSwm,  ^uteii  indndre  speciSc 


ofodier 


OsdcaGarii 


taiiii.U-.'Jorir 


US.  riiwiiii  ifriiiii  I  Fsze  6  of  6 


95 


STATEMENT  BY  DAVID  ERICKSON 

FIRST  VICE  PRESIDENT 
AMERICAN  SOYBEAN  ASSOCIATION 

Before  the 
U.S.  HOUSE  OF  REPRESENTATIVES 

SUBCOMMITTEE  ON  ASIA  AND  THE  PACIFIC 

and  the 

SUBCOMMITTEE  ON  INTERNATIONAL  ECONOMIC  POLICY  A.ND  TRADE 

COMMITTEE  ON  rSTERNATIONAL  RELATIONS 

.November  9,  1995 


Good  afternoon.  Mr  Chairman,  and  Members  of  the  Subcommittee?.  My  name  is  David 
Erickson.  I  am  a  soybean  farmer  from  the  state  of  Illinois  and  the  First  Vice  President  of  the 
American  Soybean  Association.  ASA  very  much  appreciated  the  opponunity  to  present  its  views 
on  the  importance  of  the  soybean  industry  to  the  United  States  and  the  importance  ot  APEC  to 
the  soybean  industry. 

Three  of  the  ten  APEC  countries  are  the  largest  in  the  world  in  population.  Together,  these 
ten  countries  represent  nearly  one-third  of  the  world's  total  population:  individually,  they  are 
some  of  the  world's  most  rapidly  developing  economies.  While  each  is  different  in  culture,  they 
all  have  in  common  the  demands  of  their  people  for  more  and  better  food.  This  means  that  the 
countries  must  produce  more  of  the  meat.  milk.  eggs,  cooking  oil  and  soy-based  foods  that  are 
critical  to  the  needs  of  the  people. 

Meeting  these  needs  will  require,  more  feed  to  produce  nrore  livestock;  more  oil  must  be 
provided  for  cooking  and  more  soybeans  must  be  processed  into  both  the  traditional  and  modem 
foods  on  which  the  people  depend.  This  means  that  these  countries  will  require  increasing 
amounts  of  soybean,  meal  and  oil  which  can  be  supplied  by  the  United  States.  Nothing  should 
stand  in  the  way  of  the  direct  channel  from  the  soybean  farms  of  the  United  States  and  the  end- 
users  of  the  APEC  countries  of  Asia,  in  brief,  the  trade  barriers  that  limit  our  exports  must  be 
removed. 

Total  soybean  production  in  1995  in  the  United  States  was  2.2  billion  bushels.  48  percent  of 
world  produaion.  The  total  value  of  exports  of  soybeans,  meal,  and  oil  in  Fiscal  Year  95  was 
S6.8  billion,  tnaking  soy  the  number  one  agrkniliural  export  from  the  United  States.  In  value, 
our  industry  was  America's  third  largest  overall  expon.  behind  only  airframes  and  computers. 

Last  year.  U.S.  soybean  exports  to  the  world  totalled  860  million  bushels.  Soybean  meal  and 
soybean  oil  accounted  for  an  additional  4.7  million  metric  tons  and  943.000  metric  tons 
respectively.   During  the  same  period,  our  exports  to  Asia  were  319  million  bushels,  or  37. 1  % 
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Last  year,  U.S.  soybean  exports  to  the  world  totalled  860  million  bushels.  Soybean  meal  and 
soybean  oil  accounted  for  an  additional  4.7  million  metric  tons  and  943,000  metric  tons 
respectively.  During  the  same  period,  our  exports  to  Asia  were  319  million  bushels,  or  37. 1  % 
of  the  total.  Soybean  meal  exports  to  the  region  were  787,000  metric  tons,  16.8%  of  total; 
soybean  oil  exports  were  590,000  metric  tons,  62.6%  of  total.  In  brief,  the  export  of  our 
commodity  to  the  APEC  countries  are  critical  to  the  strength  of  our  overall  market,  to  our 
108,000  soybean  farmers,  and  to  the  non-farm  workers  that  support  the  market. 

The  export  market  for  soybeans,  meal  and  oil  in  APEC  countries  is  already  significant.  Japan, 
which  is  the  United  State's  single  largest  buyer  of  soybeans,  increased  its  imports  of  soybeans 
from  13.5  million  bushels  to  147.4  million  bushels.  Japanese  soybean  meal  demand  increased 
from  100,000  MT  to  245,000  MT.  Taiwan,  our  fourth  largest  customer,  purchased  4.2  million 
more  bushels  of  soybeans  in  MY95  than  it  purchased  in  the  previous  year.  Five  of  the  seven 
member  states  of  ASEAN,  all  of  which  are  part  of  APEC,  made  combined  purchases  of  40.6 
million  bushels  of  soybeans  and  578,000  MT  of  soybean  meal  in  MY95,  an  increase  of  22.7 
million  bushels  and  210,000  MT  respectively.  The  ASEAN  trading  block,  including  six  of  the 
seven  member  countries  in  which  ASA  is  working,  all  have  rapidly  developmg  economies. 
Individually  and  together,  they  are  becoming  one  of  our  major  customers.  A  comparison  of 
U.S.  exports  to  the  ten  of  the  member  countries  of  APEC  in  which  the  American  Soybean 
Association  is  working  for  is  attached.) 

Unfortunately,  trade  barriers  do  exist,  one  of  which  deserves  particular  comment  due  to  the 
negotiations  presently  underway.  China  is  seeking  accession  to  the  WTO.  A  condition  of 
special  interest  to  ASA  is  that  the  Chinese  agree  to  make  more  transparent  their  trading  rules 
for  importing  soybeans,  meal  and  oil.  Specifically.  ASA  is  seeking  to  achieve  the  following 
agreements  by  China:    (I)  to  phase  out  import  license  requirements  for  soybeans,  meal  and  oil; 

(2)  to  bind  the  current  applied  three  percent  tariff  on  imports  on  soybeans  and  to  limit  the  taritY 
on  soybean  meal  and  oil  to  a  level  no  higher  than  competing  protein  meals  and  edible  oils,  and; 

(3)  to  ensure  private  enterprise  participation  in  all  imports. 

With  1.2  billion  people.  China  is  the  world's  largest  population.  Commercial  pork  production 
is  projected  to  increase  from  28.5  million  MT  m  1993  to  48.5  million  MT  by  2010.  During  the 
same  period,  commercial  poultry  production  will  grow  from  5.7  to  13.1  million  MT.  Fresh 
water  fish  production  will  grow  from  6.5  million  M T  to  15  million  MT  by  2000.  Feeding  only 
half  of  these  animals  and  fish  a  balanced  diet  will  require  nearly  210  million  MT  of  feed,  an 
amount  that  is  nearly  twice  the  size  of  the  United  States"  present  feed  industry  and  an  estimated 
twice  China's  present  total  feed  production.  If  the  soybean  meal  component  in  this  feed  is  only 
ten  percent,  compared  to  an  average  of  about  18  percent  m  the  United  States,  it  \mII  require 
nearly  one  billion  bushels  of  soybeans.  The  1995  U.S.  soybean  crop,  one  of  the  largest  on 
record,  was  2.2  billion  bushels.  This  suggests  a  future  market  of  staggering  proportions  for  the 
United  States.  It  represents  a  potential  demand  which  our  soybean  farmers  can  meet  and  a 
market  which  we  want  the  opportumiy  to  supply. 
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In  conirast  to  China's  import  restrictions,  Japan  binds  the  duty  on  soybean  nnporis  at  zero, 
Korea  presently  has  a  duty  of  only  two  percent,  and  Taiwan  a  duty  of  1 .5  percent.  Regardless 
of  these  present  liberal  policies,  Korea  and  Taiwan  must  be  strongly  encouraged  to  reduce  their 
duties  even  further. 

It  is  in  the  long  term  interest  of  the  Asian  members  of  APEC,  and  China  in  particular,  to 
liberalize  soybeans  and  soybean  product  imports  to  supplement  local  production  in  meetnig 
consumer  demand  for  more  meat,  eggs,  soy-based  foods  and  cooking  oils  and  to  control 
domestic  price  intlation.  The  reason  is  simple:  U.S.  farmers  have  developed  the  largest  and 
most  efficient  soybean  industry  in  the  world.  U.S.  agriculture  has  the  unique  ability  to  respond 
to  APEC's  import  needs,  due  to  our  abundant  agricultural  resources  and  modern  processing  and 
marketing  infrastructure.  In  turn,  the  leaders  of  APEC  need  to  focus  on  the  importance  of 
unrestricted  trade  for  future  economic  growth. 

ASA  has  been  working  to  develop  Asian  markets  for  U.S.  soybeans,  meal  and  oil  for  nearly  40 
years.  We  opened  our  first  international  soybean  marketing  office  in  Japan  in  1956.  Offices 
were  opened  in  Taiwan  in  1969,  in  Korea  and  Singapore  (for  ASEAN)  m  1979,  and  in  Chma 
in  1982.  We  are  presently  seeking  support  from  our  farmers  to  open  an  office  in  Vietnam  in 
early  1996  to  initiate  market  development  projects  in  the  newest  member  of  ASEAN,  a  country 
of  significant  potential  for  our  soybean,  meal  and  oil  imports. 

This  fiscal  year,  we  will  conduct  an  estimated  60  FAS-funded  and  45  direct  farmer-funded 
projects  in  ten  countries.  They  include  hosting  study  teams  to  the  United  States  where  our 
guests  learn  how  American  livestock  producers  use  soybean  meal  to  nia.ximize  produciion  and 
how  these  practices  can  be  replicated  on  their  farms.  They  visit  our  research  facilities  to 
observe  work  being  done  to  improve  even  further  the  protein  and  oil  content  of  our  beans.  They 
meet  with  exporters  to  confirm  the  ability  of  the  U.S.  to  supply  the  quantity  and  quality  of 
soybeans  desired,  delivered  when  needed  and  sold  at  a  competitive  price.  They  also  visit  our 
soybean  farms  to  confirm  the  ability  of  the  American  soybean  farmer  to  meet  their  needs  not 
only  today  but  in  the  future. 

Our  market  development  initiatives  also  include  the  hosting  of  consultants  to  the  ten  APEC 
countries  where,  working  with  our  own  technical  staff,  they  conduct  seminars  and  meetings  to 
improve  management,  genetics  and  nutrition  practices.  Regardless  of  the  subjects  covered,  the 
message  is  the  same:  productivity  and  profits  can  be  increased  using  soybeans,  meal  and  oil 
exported  from  the  LIniied  States. 

To  support  this  work,  ASA  will  use  in  $2. 1  million  in  FAS  and  S2.7  million  m  t'arnicr-pro\  ided 
funds  this  year.  Individually  and  combined,  they  represent  the  largest  support  lo  soybean 
promotion  in  any  region  of  the  world.  They  are  also  a  clear  demonstration  of  the  interest  our 
soybean  farmers  have  in  these  markets  and,  especially  in  the  case  of  China  where  Si  5  million 
of  farmer  investments  are  being  made,  the  faith  our  farmers  have  in  getting  a  rciurii  on  their 
investment. 
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As  stated,  ihe  ten  member  countries  of  APEC  in  which  ASA  is  working  in  Asia  represent  one 
of  our  most  important  trading  blocs  today  and  an  even  more  important  market  tomorrow. 
Together,  they  imported  in  319  million  bushels  of  soybeans,  787,000  MT  of  soybean  meal  and 
590,000  MT  of  soybean  oil  in  the  past  marketing  year.  We  project  that  this  demand  will  be 
similar  this  year  and,  with  the  further  reduction  in  trade  barriers,  will  continue  to  grow.  We 
recognize  that  our  traditional  markets  in  Japan  and  Taiwan  will  soon  be  reaching  their  import 
capacity;  however,  they  will  continue  to  be  markets  that  are  very  important  to  our  soybean 
farmers.  Conversely,  the  major  markets  of  the  future,  led  by  China  and  followed  closely  by  the 
combined  markets  of  the  six  ASEAN  countries  in  which  we  are  working,  must  not  place  barriers 
in  the  way  of  our  exports  of  soybeans,  meal  and  oil.  The  reduction  or  termination  of  barriers 
is  not  only  in  the  interest  of  our  farmers,  they  are  key  to  the  economic  growth  and  political 
stability  in  this  region. 

Mr.  Chairman,  in  summary,  U.S.  soybean  farmers  seek  the  support  of  Congress  in  encouraging 
members  of  APEC  to  focus  on  liberalizing  their  agricultural  trade  policies.  We  look  forward 
to  working  with  you  and  other  members  of  the  Committee  on  International  Relations  as 
negotiations  to  eliminate  trade  barriers  proceed. 

Thank  you  again,  Mr.  Chairman,  for  the  opportunity  to  present  our  views  today.  1  will  be 
happy  to  respond  to  any  questions  you  and  other  Committee  Members  may  have. 
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An'ACHMIiNT  I 


COMPARISON  OF  U.S.  EXPORTS  TO  ASIA 
MY93/94  -  MY94/95 

SOYBEAN 
(Million  Bu.) 

SOYBEAN  MEAL 
('000  MT) 

OFFICE 

8/94 

8/95 

+  /- 

8/94 

8/95 

+  /- 

Japan 

135.5 

147.4 

11.9 

100 

245 

145 

China 

1.2 

0 

-1.2 

Taiwan 

68.0 

93.4 

25.4 

Korea 

40.5 

44.7 

4.2 

S.Asia 

17.9 

39.7 

21.8 

346 

578 

232 

TOTAL 

263.1 

325.2 

64.9 

446 

823 

377 

COMPARISON  OF  U.S.  EXPORTS  TO  SOUTH  ASIA 
MY93/94  -  MY94/95 

SOYBEAN 
(Million  Bu.) 

SOYBEAN  MEAL 
("000  MT) 

OFFICE 

8/94 

8/95 

+  /- 

8/94 

8/95 

+  /- 

Indonesia 

9.8 

15.6 

5.8 

0 

11 

0 

Malaysia 

4.6 

14.4 

9.8 

33 

33 

0 

Philippines 

3.5 

4.2 

0.7 

249 

463 

214 

Singapore 

0 

0 

0 

45 

0 

(45) 

Thailand 

0 

5.5 

5.5 

19 

60 

41 

Vietnam 

0 

0 

0 

0 

0 

0 

TOTAL 

17.9 

42.5 

24.6 

446 

823 

377 

Source:  FAS.  as  of  August  20,  1995 
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Securities  Industry  Association 

1401  Eye  Street.  NW  •  Washington,  DC  20005-2225  •  (202)  296-9410  •  Fax  (202)  296-9775 

Novembers,  1995 


The  Honorable  Toby  Roth 

Chairman 

Subcommittee  on  International  Economic  Policy  and  Trade 

Committee  on  International  Relations 

B-359  Rayburn  House  Office  Building 

Washington,  DC.  20515 

Dear  Mr.  Chairman: 

On  behalf  of  the  Securities  Industry  Associcjfion,  I  am  pleased  to  present  our 
views  on  the  Asia  Pacific  Economic  Cooperation  (APEC)  Forum.  This  briefing  paper, 
entitled  Financial  Son/ices  Liberalization  and  the  Asia  Pacific  Economic  Cooperation 
Forum  1995,  represents  a  cooperative  effort  among  SIA  members  to  identify  key 
industry  issues  prior  to  the  November  Osaka  summit. 

The  members  of  APEC  provide  some  of  the  most  important  business 
opportunities  for  U.S.  securities  firms,  and  we  support  initiatives  to  create  and  expand 
trade  with  these  nations.  However,  in  many  APEC  nations,  U.S.  securities  firms  face  a 
wide  range  of  restrictive  and  discriminatory  practices  that  hinder  their  global 
competitiveness.  We  believe  the  realization  of  full  market  access  and  national 
treatment  are  critical  components  of  the  future  economic  success  of  APEC. 

A  commitment  to  create  open  and  fair  markets  will  not  only  encourage  the 
growth  of  APEC  economies,  but  will  also  allow  U.S.  securities  firms  and  their  employees 
to  maintain  the  global  competitive  edge  that  they  have  earned.  In  that  regard,  we  view 
APEC  as  an  important  effort  in  expanding  the  trade  and  investment  ties  between 
nations.   However,  the  APEC  dialogue  should  be  considered  a  complement  to  --  not  a 
substitute  for  -  financial  services  negotiations  which  result  in  liberalization  within  a 
reasonable  time  frame. 

We  appreciate  your  interest  on  this  and  other  trade  issues,  and  we  look  forward 
to  working  with  you  throughout  the  process.   Please  contact  me,  or  my  colleagues 
Kristin  Hofeditz  and  David  Strongin,  if  you  have  any  questions  or  need  additional 
information. 

Sincerely, 


^^Z^AL, 


Steve  Jupge 

Senior  Vice  Prii'iident 

Government  Affairs 


120  Broadway 'New  York.  NY  10271-0080  •  (212)  608-1500'  Fax  (212)  608-1604 
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Securities  Industry  Association  Briefing  Paper 

Financial  Services   Liberalization 

and  the 

Asia-Pacific  Economic  Cooperation  Forum   1995 

Introduction 

As  the  Administration  prepares  for  the  1995  Asia-Pacific  Economic  Cooperation 
forum  (APEC)  meeting,  the  Securities  Industry  Association  is  pleased  to  present  its 
views  on  the  APEC  process.  We  regard  APEC  as  an  important  effort  in  expanding  the 
trade  and  investment  ties  between  nations  and  applaud  the  Administration's 
leadership  on  this  and  other  trade  issues,  particularly  those  related  to  financial 
services.   However,  the  APEC  dialogue  should  be  viewed  as  a  complement  to  -  rather 
than  a  substitute  for  -  financial  services  negotiations  which  result  in  tangible 
commercial  benefits  within  a  reasonable  time  frame.  The  non-binding  nature  of  APEC 
proposals  for  trade  liberalization,  combined  with  the  distant  2020  deadline  for  full 
implementation  of  these  proposals,  are  insufficient  to  achieve  financial  services 
liberalization,  and  would  undercut  progress  already  made  in  the  ongoing  GATS 
financial  services  negotiations.!/ 

Given  the  dominant  role  played  by  APEC  countries  in  the  global  economy,  the 
commitment  of  APEC  countries  to  reduce  barriers  to  the  free  flow  of  goods,  services 
and  capita!  will  result  in  benefits  which  will  enhance  economic  growth  for  ail  nations. 


i^APEC  nations  have  set  a  goal  to  achieve  liberalization  by  2010  for  industrial  countries  and  2020 
for  developing  countries. 
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The  18  countries  which  comprise  APEC2/  represent  around  55%  of  world  Gross 
Domestic  Product  (GDP),  nearly  72%  of  world  market  capitalization,  about  70%  of 
global  debt  markets,  and  almost  39%  of  world  population.   Barriers  to  trade  among 
such  countries  only  serve  to  reduce  the  potential  for  economic  growth  and  a  higher 
standard  of  living  for  all  countries.   The  U.S  securities  industry  supports  continued 
progress  in  APEC  and  stands  ready  to  work  cooperatively  with  the  U.S.  government 
and  others,  as  appropriate,  to  help  make  the  opportunities  presented  by  the  APEC 
marketplace  a  reality. 

APEC  countries  -  particularly  those  whose  securities  markets  are  still 
emerging2/  -  currently  offer  some  of  the  best  investment  and  business  opportunities 
for  the  U.S.  securities  industry  and  its  clients.   U.S.  securities  firms  actively  operate  in 
the  primary  and  secondary  debt  and  equity  markets,  perform  money  management 
functions,  trade  in  foreign  exchange  markets,  lead  in  introducing  new  derivative 
products,  distribute  mutual  funds  and  provide  investment  advice  and  research  for 
clients.   The  diverse  array  of  products  and  services  of  the  securities  industry  blends 
perfectly  with  the  needs  of  APEC. 

These  new  markets  will  not  only  support  increased  U.S  economic  growth  and 
job  creation  for  the  securities  industry,  but  will  also  enhance  economic  growth  in 
emerging  markets,  creating  new  opportunities  for  other  U.S.  exporters  of  goods  and 
services.    Indeed,  U.S.  exporters  of  computer  hardware  and  software, 
telecommunications  equipment  and  automobiles,  increasingly  are  seeking  to  establish 


2^The  18  current  members  of  APEC  are:  Australia;  Brunei;  Canada;  Chile;  China;  Hong  Kong; 

Indonesia;  Japan;  South  Korea;  Malaysia  Mexico;  New  Zealand;  Papua  New  Guinea; 

Philippines;  Singapore;  Taiwan;  Thailand;  and  the  United  States. 
3^According  to  classification  used  by  the  International  Finance  Corporation,  6  of  the  eighteen 

APEC  members  -  Australia,  Canada,  Hong  Kong,  Japan,  Singapore  and  the  U.S.  -  are 

considered  developed  markets. 
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business  relationships  and  develop  client  bases  in  emerging  markets,  That  is  why 
U.S.  securities  firms  and  others  in  the  U.S.  financial  services  community  continue  to 
work  to  achieve  a  General  Agreement  on  Trade  in  Services  (GATS)  financial  services 
accord  that  will  reduce  and  eventually  eliminate  discriminatory  policies  in  these 
markets.  APEG  provides  a  worthy  complement  to  -  but  not  a  substitute  for  -  a  strong 
enforceable  GATS  financial  services  agreement  with  broad-based  binding 
commitments  to  liberalization. 

The  Growing  Importance 
of  APEC  f\/Iarkets 

APEC  nations  comprise  the  majority  of  the  world's  economic  output  and  capital 

markets.  The  attractiveness  of  APEC,  though,  is  particularly  a  reflection  of  spectacular 

economic  growth  rates,  as  well  as  the  impressive  size,  of  its  emerging  markets.   Real 

GDP  growth  in  industrial  countries  grew  at  an  average  rate  of  about  2.6%  during  1986- 

93.   In  countries  such  as  Thailand,  China  and  Korea,  real  GDP  growth  averaged  9%  or 

above.   Even  "slower-growth"  countries  in  the  region,  such  as  Indonesia,  sported  real 

GDP  growth  exceeding  6%,  over  double  the  rate  in  industrial  countries. 

Not  surprisingly,  emerging  APEC  markets  are  large,  accounting  for  about  $3  trillion, 
or  over  12%  of  world  GDP.   In  addition,  rapid  per  capita  income  growth  is  establishing  a 
new  and  expanding  consumer  base.   During  the  period  1965-90,  per  capita  income 
grow/th  in  East  Asian  members  of  APEC  grew  at  a  rate  double  that  in  OECD  countries^/. 
Because  of  China,  the  population  accounts  for  nearly  31%  of  the  world  total.   Significantly, 
of  all  emerging  markets,  APEC's  share  accounts  for  60%  of  GDP  and  34%  of  population. 
The  growth  in  the  wealth  and  size  of  these  countries  will  create  increased  demand  for 
financial  services  among  local  investors  and  businesses. 


4'The  East  Asian  countries  referenced  are  China,  Indonesia,  Korea,  Malaysia,  Philippines  and 
Thailand.  Infrastructure  Development  in  East  Asia  and  Pacific,  The  World  Bank. 
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Capital   Market    Growth    in 
APEC    Emerging    l\^arkets 

(%  of  Global  Total) 


1994 

1984 

Listed  Companies 

8.5 

5.1 

Market  Capitalization 

7.3 

1.2 

Value  of  Shares 

Traded 

14.7 

1.3 

Source;  Inlernational  Finance  Corporation;  International  Monetary  Fund 


The  size  and  growth  of  APEC's  capital  markets  over  the  past  decade  have  been 
impressive.  Of  the  top  ten  emerging  markets  ranked  by  equity  market  capitalization, 
seven  are  APEC  members.  Similarly,  six  of  the  top  ten  emerging  markets  ranked  by 
the  value  of  trading  are  APEC  members.  The  growth  in  the  size  of  APEC  capital 
markets  is  illustrated  in  the  following  table,  which  documents  the  increasing  relative 
economic  importance  of  APEC.   While  commercial  banking  has  traditionally  funded 
their  financing  needs,  APEC  countries  are  increasingly  moving  to  capital  markets  to 
meet  growing  economic  and  social  demands.  APEC  capital  needs  are  underscored  in 
recent  literature  which  indicates  that  infrastructure  costs  for  APEC  emerging 
economies  will  exceed  $1 .5  trillion  in  the  next  decade  alone.   This  has  generated 
substantial  interest  by  the  U.S.  securities  industry  and  its  individual,  institutional  and 
corporate  client  base. 
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Financing    the   A  PEC 

Emerging    Marl<ets    Thirought    the                            \ 

International    Capital    Markets 

(SBils.) 

Bond               Equity 

Bank  Credit 

Issues              Issues               Total 

Commitments 

'89 

1 .5                     N/A                    1 .5 

6.6 

'90 

3.5                     0.8                     4.3 

14.0 

'91 

6.8                     4.8                   11.6 

15.0 

'92 

12.1                      7.6                    19.7 

12.3 

'93 

30.1                      8.1                    38.2 

16.4 

1H94 

16.9                      3.3                   20.2 

9.1 

Source: 

International  Monetary  Fund 

Despite  regulations  in  APEC  emerging  markets  which  often  limit  ownership  of 
APEC  equities  and  bonds,  U.S.  investors  have  still  participated  in  the  APEC  growth 
story.   U.S.  investors  have  actively  pursued  equity  investment  in  emerging  markets  in 
the  1990's,  with  around  two-thirds  placed  in  APEC  emerging  markets.  Attracted  by 
vigorous  economic  growth,  and  facilitated  by  the  expanded  global  operations  of  U.S. 
securities  firms,  U.S.  investor  acquisitions  of  stocks  in  APEC  emerging  markets,  which 
averaged  about  $102  million  per  year  during  1905-1989,  have  rocketed  to  an  average 
of  nearly  $4  billion  per  year  in  the  1990s.   U.S.  investment  would  certainly  be  higher  if 
not  for  investment  share  limitations  found  in  many  APEC  countries. 
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U.S.  Acquisitions  of  Stocks  In 
Emerging  APEC  Nations 


(SBils.) 


(2  00)    J- 


85  S6  87  68 

"95  Annualized 


The    GATS-APEC 
Connection 

Issues  related  to  the  treatment  of  world  trade  in  financial  services  received 

extensive  attention  during  the  over  nine  years  of  Uruguay  Round  negotiations,  through 

the  GATS.   However,  the  culmination  of  the  negotiations  in  July  1995  offered  U.S. 

securities  firms  little  in  terms  of  expanded  access  to  developing  markets.   Indeed,  in 

some  cases,  final  offers  put  forward  would  not  even  have  recognized  existing  access. 

In  this  regard,  the  U.S.  decision  to  take  a  Most-Favored-Nation  exemption  was 

appropriate.  APEC  should  not  be  allowed  to  jeopardize  the  legitimacy  of  that  decision. 

U.S.  officials  have  pledged  to  raise  the  liberalization  of  financial  services  in  a 
variety  of  bilateral  and  multilateral  fora.   In  this  respect,  the  completion  of  a  GATS 
Agreement  on  financial  services  that  provides  for  national  treatment  and  substantial 
liberalization  across  a  broad  range  of  commercially  important  countries  remains  the 
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highest  priority.   APEC  countries  should  not  be  able  to  use  the  2010/2020  framework 
to  shield  themselves  from  settling  outstanding  GATS  issues  in  financial  services. 
Indeed,  given  that  many  APEC  countries  will  rely  on  their  local  capita!  markets  to 
allocate  savings  efficiently,  the  time  frame  for  liberalization  in  financial  services  should 
be  considerably  shorter  than  referenced  in  the  APEC  agenda.  Therefore,  if  there  is  to 
be  any  APEC  financial  services  discussions,  it  must:  a)  be  divorced  from  the  current 
APEC  2010/2020  framework;  and  b)  take  place  within  the  existing  GATS  financial 
services  negotiating  timetable  (i.e.,  negotiations  for  a  final  agreement  would  conclude 
by  the  end  of  1997).   Of  course,  the  United  States  should  remain  amenable  to  bilateral 
negotiations  on  financial  services  with  any  APEC  country. 

On  the  basis  of  fairness  and  self  interest,  APEC  countries  have  little  reason  to 
deny  national  treatment,  and  limit  regulatory  transparency,  for  foreign  firms. 
Postponing  market  liberalization  would  place  both  APEC  countries  and  U.S.  firms  at  a 
disadvantage  in  an  increasingly  competitive  world.   Achieving  an  open  market  for 
businesses,  investors  and  consumers  will  lead  to  reduced  cost  of  capital  for  issuers, 
higher  returns  for  investors  and  enhanced  economic  growth.   Unfortunately,  many 
APEC  nations  substantially  deny  national  treatment  and  market  access.   Even  once 
established  in  these  nations,  firms  frequently  face  a  host  of  discriminatory  barriers 
which  impede  the  ability  to  compete  and  serve  clients. 

Barriers  Faced  by  U.S.  Firms 

We  recognize  that  APEC  emerging  nations  have  taken  steps,  albeit  at  an 
uneven  pace,  to  reduce  barriers  to  foreign  securities  firms.  As  these  economies  have 
increasingly  turned  to  the  securities  industry  to  meet  their  capital  needs,  U.S  firms 
have  helped  channel  both  foreign  and  domestic  savings  to  these  markets.   U.S.  firms 
have  brought  modern  financing  techniques,  state  of  the  art  technology  and  innovative 
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products  to  these  markets,  providing  the  capital  and  expertise  needed  to  finance 
infrastructure  projects.  Still,  U.S.  firms  face  discriminatory  treatment.  As  discussions 
with  APEC  nations  proceed,  we  feel  it  is  important  to  reiterate  those  major  problem 
areas  which  U.S.  securities  firms  face  in  APEC  emerging  markets. 

Local  Licensing  and  Establishment 
of  a  Commercial  Presence 

The  ability  to  establish  and  develop  relationships  is  a  critical  ingredient  in  providing 

services.   U.S.  firms  are  at  a  competitive  disadvantage  in  this  area  and  receive  differing, 

often  discriminatory,  treatment  in  each  APEC  developing  nation.  Treatment  may  range 

from  limitation  to  a  minority  stake  in  a  joint  venture,  to  unofficial  quotas  on  the  number  of 

foreign  entities  eligible  to  enter  the  securities  business,  to  cases  where  no  comprehensive 

securities  law  exists  to  address  the  issue. 

Foreign  Exchange 

Securities  firms  engage  in  foreign  exchange  transactions  in  the  normal  course  of 
business.  This  is  critical  to  hedge  a  firm's  exposure  to  currency  risk,  as  well  as  to  provide 
services  to  clients.   However,  nearly  all  APEC  developing  nations  have  restricted  the 
ability  of  U.S.  firms  to  engage  in  currency  transactions,  beyond  the  range  that  would 
otherwise  be  warranted  by  prudential  considerations. 

Investment  Limitations 

U.S.  firms  and  their  clients  are  restricted  in  their  access  to  local  exchanges  and  the 
amount  of  stock  which  is  available  for  purchase,  often  through  limitations  by  a 
governmental  authority.  As  a  result,  U.S.  investors  either  pay  premium  prices  because  of 
high  demand  for  a  limited  supply  of  shares,  or  lose  out  entirely  on  potential  growth  areas 
in  the  market. 
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New  Products 

Generally,  ail  new  products  must  be  authorized  by  a  governmental  entity,  and  the 
approval  process  can  often  be  lengthy  and  difficult.  Often,  by  the  time  the  product  is 
approved,  it  is  rendered  useless  because  of  its  market-sensitive  nature.   Innovation  is  one 
of  the  key  components  of  the  international  competitiveness  of  U.S.  firms. 

Regulation  I  Administrative  Guidance 

The  promulgation  of  new  rules  is  often  arbitrary  and  non-transparent.   Foreign  firms  are 
routinely  prohibited,  or  are  given  insufficient  time,  to  comment  on  new  regulations.   Many 
practices  are  not  dealt  with  pursuant  to  written  regulations  ("Administrative  Guidance").   In 
some  cases,  foreigners  are  limited  in  their  direct  access  to  regulatory  authorities,  placing 
them  at  a  distinct  competitive  disadvantage. 

Building  a  Free  Trade  Foundation 

As  stated  previously,  APEC  may  serve  as  a  useful  complement  to  -  but  not  a 
substitute  for  -  GATS  financial  services  negotiations.  To  the  extent  that  financial 
services  discussions  are  held  in  the  APEC  forum,  it  is  critical  to  retain  compatibility  with 
the  WTO's  disciplines,  which  include  the  following  principles: 

Binding  Commitments 

It  is  critical  that  discussions  result  in  substantial  binding  commitments  by  signatories  to 
remove  specific  barriers  in  their  financial  services  sectors:  a  financial  services 
agreement  which  only  results  in  an  international  set  of  rules  is  not  enough.   Unless 
specific  barriers  are  lifted,  the  agreement  will  provide  virtually  no  tangible  benefits  to 
the  United  States. 
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National  Treatment 

National  treatment  is  the  basis  of  U.S.  investment  policy  and  is  an  integral  part  of  all  of 
our  major  international  trade  and  investment  agreements.  A  majority  of  APEC 
members  deny  this  fundamental  principle,  often  making  it  difficult,  if  not  impossible,  to 
compete  fairly.  National  treatment  is  a  critical  component  of  the  WTO,  including  the 
GATS,  and  the  U.S.  should  not  accept  anything  less. 

Commercial  Presence 

The  right  to  establish  a  wholly-owned  commercial  presence  must  be  a  fundamental 
element  of  a  financial  services  agreement.   However,  in  many  APEC  nations,  foreign 
investors  are  denied  full  market  access,  or  prohibited  completely  from  establishing  a 
commercial  entity.   Financial  services  firms  should  be  allowed  to  establish  a 
commercial  presence  once  a  multilateral  or  bilateral  agreement  enters  into  force. 
Permanent  restrictions  on  market  share,  activities  or  geographical  location  are 
unacceptable. 

Cross-Border 

The  cross-border  provision  of  financial  services  should  be  an  essential  element  of  an 
international  agreement.  Cross-border  provisions  should,  for  example,  include  the 
right  to  buy  and  sell  financial  products  cross-border  and  the  right  to  participate  in  and 
structure  transactions.  We  believe  this  can  be  accomplished  while  addressing 
appropriate  prudential  concerns. 

Transparency 

Regulatory  and  administrative  transparency  is  necessary  to  liberalize  financial 
services  trade,  because  clear  and  reliable  information  about  a  country's  financial 
services  laws  and  practices  promotes  equitable  trade  and  competition.   Transparency 
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requirements  make  countries  more  accountable  for  their  actions  and  provide 
information  needed  to  evaluate  compliance  with  the  agreement.   From  a  business 
standpoint,  a  high  level  of  transparency  is  an  essential  component  of  a  financial 
services  agreement. 

Dispute  Settlement 

A  financial  services  agreement  must  provide  effective  dispute  settlement  enforcement, 
given  prudential  concerns.   Any  provision  for  prudential  considerations  should  be 
narrowly  drawn,  however,  so  as  not  to  encourage  abuses  that  would  undermine  the 
overall  effectiveness  of  the  agreement. 

Coverage  of  Products 

The  financial  services  industry  is  undergoing  enormous  change  on  a  global  basis. 
Financial  products  and  the  institutions  which  provide  them  are  evolving  at  a  rapid 
pace.  Therefore,  in  order  to  ensure  that  an  agreement  covering  financial  services 
includes  all  forms  of  financial  services  activities  and  is  flexible  enough  to 
accommodate  the  rapid  changes  in  the  industry,  the  definition  and  coverage  of 
"financial  services"  in  an  agreement  should  be  stated  as  broadly  as  possible.   We 
recommend  that  an  agreement  encompassing  financial  services  explicitly  cover  all 
forms  of  financial  services,  whether  existing  or  future. 

Long-Term  Harmonization 

The  agreement  should  foster  a  long-term  process  of  greater  coordination  and  mutual 
recognition  and  harmonization  of  regulatory  policies  wherever  possible,  in  order  to 
minimize  the  trade-distorting  effects  of  differing  national  regulations  on  financial 
services.  Of  course,  prudential  concerns  should  be  taken  into  account  so  as  not  to 
reduce  legitimate  concerns  of  regulators. 
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Conclusion 

APEC  presents  a  worthwhile  opportunity  for  the  United  States  to  pursue 
financial  services  liberalization  in  a  regional  forum.   However,  APEC  cannot  -  and 
must  not  -  constitute  an  alternative  forum  to  the  GATS  financial  services  negotiations, 
where  work  remains  unfinished.   The  SIA  believes  that  open  discussion  of  these 
issues  with  in  APEC  -  tied  to  the  GATS  negotiating  timetable  -  will  further  the  cause  of 
financial  services  liberalization  throughout  the  world. 
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